10. nditi Iger.

The Merger Agreement provides that the respective obligations of Arch, Merger
Subsidiary, MobileMedia and Communications to effect the Merger are subject to the satisfaction
or waiver of each of the following conditions: (i) the stockholders of Arch will have approved the
proposals necessary to consummate the Merger; (i1) no statute, rule, order, decree or regulation
will have been enacted or promulgated by any foreign or domestic governmental entity that
prohibits the consummation of the transactions contemplated thereby and all consents, orders and
approvals from all governmental entities and other persons or entities identified by
Communications and Arch will have been obtained and will be in effect; (iii) there will be no order
or injunction of a foreign or United States federal or state court or other governmental authority
of competent jurisdiction in effect precluding, restraining, enjoining or prohibiting consummation
of the transactions contemplated by the Merger Agreement; (iv) the expiration or early
termination of any waiting period under the HSR Act will have occurred; (v) (1) the FCC shall
have issued an order (the "FCC Grant") both (A) consenting to the transfer of the Debtors' FCC
licenses and, to the extent requested by the parties, to the transfer of Arch's FCC licenses without
any conditions that would result in a material adverse effect to Arch or the Debtors and (B)
terminating the pending FCC hearing without any findings or conclusions (x) that are materially
adverse to the Reorganized Debtors or that would have a material adverse effect on the use of the
Debtors' FCC licenses by the Reorganized Debtors following the Effective Date, or (y) that
impose any material monetary forfeiture on the Debtors or the Reorganized Debtors or retain
jurisdiction to impose any material monetary forfeitures in the future on Arch or the Reorganized
Debtors based on the activities of the Debtors prior to the Effective Date; and (2) either (A) the
FCC Grant has become a Final Order (as defined below) or (B) any condition or conditions under
Arch's financing agreements related to the Merger to the effect that the FCC Grant shall have
become a Final Order (or any condition or conditions therein having a substantially similar effect)
shall have been satisfied or, if not satisfied, Arch's lenders shall have waived any such condition or
conditions (or any such condition or conditions having a substantially similar effect); (vi) the
Registration Statement has been declared effective and no stop order with respect thereto will be
in effect; (vii) the Arch Common Shares to be issued as contemplated by the Plan and the Merger
Agreement will have been approved for quotation on the Nasdaq National Market; (viii) (1) the
Confirmation Order, in a form reasonably satisfactory to Arch, MobileMedia and Communications
shall have been entered by the Bankruptcy Court; and (2) either (i) the Confirmation Order shall
have become a Final Order (as defined below) or (ii) any condition or conditions under Arch's
financing agreements related to the Merger to the effect that the Confirmation Order shall have
become a Final Order (or any condition or conditions therein having a substantially similar effect)
shall have been satisfied or, if not satisfied, waived, (ix) no action, suit or proceeding will be
pending or threatened by any governmental entity challenging the validity of the actions taken by
Arch, Communications or any of their respective subsidiaries in connection with the confirmation
of the Plan; (x) the Effective Date will have occurred; and (xi) the stock Plan Shares to be issued
as contemplated by the Merger Agreement will be so issued and distributed pursuant to the
exemption from registration under the Securities Act provided by section 1145 of the Code, will
be freely tradeable by holders thereof who are not then affiliates of Arch or "underwriters" under
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the Securities Act or section 1145(b)(1) of the Code and, except for certificates issuable to such
affiliates or underwriters, will be represented by certificates bearing no restrictive legend.

The parties have agreed that the FCC Grant shall have become a "Final Order"
when no request for a stay is pending, no stay is in effect and any deadline for filing such a request
that may be designated by statute or regulation is past; no petition for rehearing or reconsideration
or application for review is pending and the time for filing any such petition or application is
passed; the FCC does not have the action or decision under reconsideration on its own motion
and the time for initiating any such reconsideration that may be designated by statute or rule has
passed; and no appeal is pending or in effect and any deadline for filing any such appeal that may
be designated by statute or rule has passed. The parties have further agreed that the Confirmation
Order shall become a "Final Order" when it has been in full force and effect for eleven days
without any stay or material modification or amendment thereof, and when the time to appeal or
petition for certiorari designated by statute or regulation has expired and no appeal or petition for
certiorari is pending or, if an appeal or petition for certiorari has been timely filed or taken, the
order or judgment of the tribunal has been affirmed (or such appeal or petition has been dismissed
as moot) by the highest court (or other tribunal having appellate jurisdiction over the order or
judgment) to which the order was appealed or the petition for certiorari has been denied, and the
time to take any further appeal or to seek further certioran designated by statute or regulation has
expired.

The obligation of Arch to consummate the transactions to be performed by Arch in
connection with the Merger is subject to the satisfaction, or waiver by Arch, of the following
conditions: (i) the representations and warranties of MobileMedia and Communications contained
in the Merger Agreement, which representations and warranties will be deemed not to include any
qualification or limitation with respect to materiality, will be true and correct as of the Effective
Date, with the same effect as though such representations and warranties were made as of the
Effective Date, except where the matters in respect of which such representations and warranties
are not true and correct would not in the aggregate have a material adverse effect on the
businesses, assets (including licenses, franchises and other intangibie assets), financial condition,
operating income and prospects of the Debtors, taken as a whole; (i1) each of MobileMedia and
Communications will have performed or complied with its respective material agreements and
covenants required to be performed or complied with under the Merger Agreement as of or prior
to the Effective Date in all material respects; (iii) there will not have occurred between the date of
the Merger Agreement and the Effective Date an event that has had a material adverse effect on
the businesses, assets (including licenses, franchises and other intangible assets), financial
condition, operating income and prospects of the Debtors taken as a whole; (iv) MobileMedia and
Communications will have delivered to Arch a certificate (without qualification as to knowledge
or materiality or otherwise) to the effect that the preceding conditions are satisfied in all respects;
and (v) after each of the Registration Statement and the Proxy Statement (as each such term is
defined in the Merger Agreement) has been declared effective, each of the Rights Offering and the
Arch Stockholder Rights Offering will have expired and Arch will have received aggregate
proceeds therefrom (and/or from the closings contemplated by the Standby Purchase
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Commitments) of at least $217 million.

The obligations of Communications and MobileMedia to consummate the
transactions to be performed by them in connection with the Merger is subject to the satisfaction,
or waiver by Communications and MobileMedia, of the following conditions: (i) the
representations and warranties of Arch contained in the Merger Agreement, which representations
and warranties will be deemed not to include any qualification or limitation with respect to
materiality, will be true and correct as of the Effective Date, with the same effect as though such
representations and warranties were made as of the Effective Time, except where the matters in
respect of which such representations and warranties are not true and correct would not in the
aggregate have a material adverse effect on the businesses, assets (including licenses, franchises
and other intangible assets), financial condition, operating income and prospects of Arch and its
subsidiaries, taken as a whole; (ii) Arch will have performed or complied with its material
agreements and covenants required to be performed or complied with under the Merger
Agreement as of or prior to the Closing in all material respects; (iii) there will not have occurred
between the date of execution of the Merger Agreement and the Effective Date an event that has
had maternial adverse effect on the businesses, assets (including licenses, franchises and other
intangible assets), financial condition, operating income and prospects of Arch and its subsidiaries,
taken as a whole; (iv) Arch's "poison pill" rights plan will not have been triggered, and (v) Arch
will have delivered to Communications and MobileMedia a certificate (without qualification as to
knowledge or materiality or otherwise) to the effect that such conditions are satisfied in all
respects.

11.  Termination.

The Merger Agreement provides that Arch and Communications may terminate
the Merger Agreement prior to the Effective Date only as follows: (a) Arch and Communications
may terminate the Merger Agreement by mutual written consent; (b) either Arch or
Communications may terminate the Merger Agreement by giving written notice to the other in the
event the other is in breach (i) of its representations and warranties contained in the Merger
Agreement, which representations and warranties will be deemed not to include any qualification
or limitation with respect to materiality, except where the matters in respect of which such
representations and warranties are in breach would not in the aggregate have a material adverse
effect on the business, assets (including licenses, franchises and other intangible assets), financial
condition, operating income and prospects of such party and its respective subsidiaries, taken as a
whole, or (ii) in respect of its material covenants or agreements contained in the Merger
Agreement, and in either case such breach is not remedied within 20 business days of delivery of
such written notice thereof (which notice will specify in reasonable detail the nature of such

breach); (c) (afterMarch-31+1999; Archmay-termmate-the-MergerAgreement-by-written
notree-to-Communtcationsif-the-Confirmation-Order-hasnot-beenentered-by the Bankruptey
€ourtomrorprrorto-such-date-{untess-suchfatture resuits primarity froma-breach-by-Archofany
representation;-warranty-orcovemantcontamned-inthe-Merger-Agreement)or-(1) after June 30,

1999, Arch may terminate the Merger Agreement by giving written notice to Communications if
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the Merger will not have occurred on or before such date (unless the failure results primarily from
a breach by Arch of any representation, warranty or covenant contained in the Merger

Agreement); (d)after-March-31-1999,Communicationsmay-terminate-the Merger Agreement
by-writtennotice-to-Archif the-Confirmatron-Order-has-not-beemrentered-by the-Bankruptey-Court
omorpriorto-such-date-(uniess-the-farlure-resuits-primarily-fromra-breach-by- Communicationsof
anyrepresentation;-warranty-orcovenant-contamed-imthe-Merger-Agreement)-or<(i) after June

30, 1999, Communications may terminate the Merger Agreement by giving written notice to Arch
if the Merger will not have occurred on or before such date (unless the failure results primarily
from a breach by Communications of any representation, warranty or covenant contained in the
Merger Agreement); (¢) Communications may terminate the Merger Agreement if it has decided
to pursue a Communications Superior Proposal (as defined in the Merger Agreement) by giving
written notice to Arch, provided that on or before such termination Communications will have
paid the Breakup Fee to Arch (as defined in Section IV.D 12); (f) Communications may terminate
the Merger Agreement by giving written notice to Arch if (i) the Arch Board does not issue the
Arch Recommendation prior to the Special Meeting or withdraws or amends in a manner adverse
to Communications the Arch Recommendation or otherwise materially breaches its obligations
with respect to soliciting proxies from its stockholders for approval of the two necessary
shareholder proposals to be considered at a special shareholder meeting or (ii) at this meeting
either of the two necessary shareholder proposals is not approved by the requisite vote of Arch's
stockholders; (g) Arch may terminate the Merger Agreement by giving written notice to
Communications if Communications or any of its subsidiaries files either an amendment to the
Plan in a manner that is in violation of the Merger Agreement or files any other plan of
reorganization.

If any party terminates the Merger Agreement, all obligations of Arch and
Communications thereunder will generally terminate without any liability of any party to any other
party, except for any liability of any party for willful or intentional breaches of the Merger
Agreement, and except for Communications's obligation to pay the Breakup Fee to Arch (as
defined in Section IV.D 12), if applicable, and Arch's obligation to pay the Breakup Fee to
Communications (as defined in Section IV D 12), if applicable, which will survive any such
termination.

12. ffect of Termination; nt of Fees.

Pursuant to the terms of the Merger Agreement, on August 20, 1998,
Communications filed the Imtial Merger Motion seeking approval of the Bankruptcy Court for the
breakup fees and the no solicitation provisions of the Merger Agreement. The Initial Merger
Motion also sought Bankruptcy Court approval for the Debtors' agreement to pay Arch $500,000
in partial reimbursement of Arch's expenses incurred in connection with the negotiation and
execution of the Merger Agreement. The relief requested in the Initial Merger Motion was

granted by the Bankruptcy Court at a hearing held on September 4, 1998 and the Debtors paid
Arch $500.000 on September 10, 1998.
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The Merger Agreement provides that in the event that (i) Arch terminates the
Merger Agreement as a result of a material breach of a representation, warranty or covenant by
Communications or as a result of the failure of the Confirmation Order to be entered on a timely
basis due to the failure of the holders of Claims in Classes 4, 5 or 6 to vote in favor of the Plan, or
due to the withdrawal or amendment of the Plan, or the filing of any other plan of reorganization
by Communications, in either case without Arch's consent, (ii)) Communications sells or otherwise
transfers other than to Arch all or any substantial portion of its assets as part of a sale approved
pursuant to section 363 of the Code, or (i1) Communications has terminated the Merger
Agreement in connection with a Company Superior Proposal (as defined in the Merger
Agreement) (each of the foregoing being a "Breakup Event"), and at the time of any such Breakup
Event Arch is not in material breach of any material covenant or obligation required to be
performed by Arch thereunder at or before such time, and is not in breach of its representations
and warranties contained in the Merger Agreement (except where the matters in respect of which
such representations and warranties are in breach would not in the aggregate have a material
adverse effect on Arch), then Communications will pay to Arch as promptly as practicable after
demand therefor (but in no event later than the third business day thereafter) $25.0 million, (the
"Breakup Fee to Arch”).

In the event that Communications terminates the Merger Agreement as the result
of Arch being in material breach of its representations, warranties and covenants, the failure of the
Arch Board to recommend to its shareholders proposals for the increase in Arch Capital Shares
and for the issuance of Arch Capital Shares under and in connection with the Merger Agreement
and the Plan, or the failure of such shareholder proposals to be approved at the Special Meeting,
or Arch or Communications terminates the Merger Agreement as a result of Arch's failure to
obtain the financing necessary to effect the transactions contemplated by the Merger Agreement
and the Plan, and at the time of such termination Communications is not in material breach of any
material covenant or obligation required to be performed by Communications thereunder at or
before such time and is not in breach of its representations and warranties contained in the Merger
Agreement (except where the matters in respect of which such representations and warranties are
in breach would not in the aggregate have a material adverse effect on Communications), then
Arch will pay to Communications as promptly as practicable after demand therefor (but in no
event later than the third business day thereafter) the amount of $32.5 million (the "Breakup Fee
to Communications").

E. Business of the Reorganized Debtors

Subsequent to the Effective Date, Reorganized Communications will be a wholly
owned subsidiary of Arch. The Debtors and Arch have jointly prepared pro forma unaudited
statements of operations, balance sheets and statements of cash flow (the "Combined Company
Projections"), which are attached hereto as Exhibit E and discussed in Section VII, "Feasibility of
the Plan". As noted in Section VII, the assumptions underlying these projections are subject to
significant business, economic and competitive uncertainties and contingencies, many of which are
beyond the Debtors' and Arch's control. There generally will be a difference between projections
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of future performance and actual results because certain events and circumstances may not occur
as expected. These differences could be material.

THE DEBTORS AND ARCH HAVE PREPARED THE PROJECTIONS
ATTACHED AS EXHIBIT E TO THIS DISCLOSURE STATEMENT IN CONNECTION
WITH THE PLANNING AND DEVELOPMENT OF THE PLAN. THE PROJECTIONS
ASSUME THAT THE PLAN WILL BE SUCCESSFULLY IMPLEMENTED AND THE
MERGER AGREEMENT WILL BE CONSUMMATED ON THE TERMS DESCRIBED IN
THIS DISCLOSURE STATEMENT. THE PROJECTIONS, WHICH WERE PREPARED AS
DESCRIBED THEREON, ARE SUBJECT TO BUSINESS, ECONOMIC AND OTHER
UNCERTAINTIES INHERENT IN DEVELOPING PROJECTIONS, AS DISCUSSED IN
SECTION VII, "FEASIBILITY OF THE PLAN".

1. Projected Revenues.

The Debtors anticipate that, as subsidiaries of Arch subsequent to the Effective
Date, the Reorganized Debtors will continue to provide paging services and products to their
customers and otherwise operate their business in substantially the same manner as they currently
do. Arch and the Debtors have projected that their pro forma net revenue will be approximately
$841.2 million for the year ending December 31, 1999, and that EBITDA will be approximately
$255 $267 million for the year ended December 31, 1999. These numbers are exclusive of
anticipated cost savings resulting from the business combination.

2. Proje ital itur

The bulk of the pro forma combined projected capital expenditures relates to the
purchase of new pagers and the construction and upgrading of network infrastructure, including
construction of a portion of a narrowband PCS network. Capital expenditures for 1999 are
currently estimated to aggregate approximately $194 $178 million. Subsequent to the Merger,
Arch may undertake certain expenditures in connection with upgrading management information
systems, improving order fulfillment operations and adding additional customer service centers
These projected capital expenditures will either be paid from internally generated funds or will be
financed externally as Arch's financial position and existing indebtedness permit. The Debtors and
Arch have estimated their projected capital expenditure requirements based on their projected
needs, the change in historical costs and anticipated future costs.

3. Interest Expense.

As noted in Section IV.G.10, "High Degree of Leverage After the Merger", Arch
currently is, and after the Merger will continue to be, highly leveraged. Subsequent to the
Merger, Arch will have outstanding indebtedness for borrowed money of approximately $1.3
billion (on a pro forma basis as of Jumre September 30, 1998)—Arch's and annual interest expense
for 1999 is projected to be $146 $143 million.
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F. General Description of Regulatory Matters Relating to the Plan

The discussions of regulatory matters contained in the following and other
Sections of this Disclosure Statement describe certain actions that the Debtors (and Arch) have
taken or will take to satisfy the regulatory conditions precedent to the effectiveness of the Merger
Agreement and the Plan. The Debtors, however, reserve the right to take or seek such alternative
and different actions or relief from that described herein as they may from time to time deem
appropriate.

1 SEC Matters.

Arch has filed (or intends to file) registration statements with the SEC with respect
to the issuance of (a) the Rights, (b) the Arch Common Shares; and the Arch Class B Common
Shares and-the-Arch-Warrants-(if-applicable) issuable upon exercise of the Rights or otherwise to
the Standby Purchasers, (c) the Arch Stockholder Rights, (d) the Arch Common Shares issuable
upon exercise of the Arch Stockholder Rights, (e) the Arch Participation Warrants;ifisswed and
(f) the Arch Common Shares issuable upon exercise of the Arch Warrants-or-Arch Participation
Warrantstas—appticabte). The Debtors believe that the provisions of section 1145(a)(1) of the
Code exempt the offer and distribution by Arch of the Arch Common Shares that constitute the
Creditor Stock Pool from federal and state securities registration requirements. Section 1145 of
the Code provides an exemption from registration under the Securities Act and state securities
laws of the securities of a debtor or, among others, of a successor to a debtor under a plan, with
exceptions for certain categories of holders. See Section V H for a discussion of certain matters
related to the ownership and resale of securities issued pursuant to the Plan.

2. E n t latory tters.

The Debtors intend to transfer their FCC licenses to the Reorganized Debtors and
to merge with Merger Subsidiary pursuant to the Plan in accordance with the FCC's Second
Thursday doctrine. FCC approval of the transfer of ownership of more than 50% of the equity
securities of Arch is also necessary. ©n As noted in Section ILA.7.(a). on September 2, 1998,
the Debtors and Arch jointly filed the FCC Applications to transfer licenses and to consummate
the Merger in accordance with the Second Thursday doctrine. It is a condition to effectiveness of
the Plan that the FCC approves the transfer of the licenses and the Merger, thereby granting the
FCC Applications, on terms that do not impair the feasibility of the Plan and permit the Plan and
the Merger to be implemented and consummated.

G. Information Relevant to the Risks Posed to Creditors Under the Plan
The following is a summary of certain matters that should be considered, together
with all other relevant matters, in connection with the Plan. This summary is not intended to be a

complete list of important matters that persons voting on the Plan should consider. Because it is
anticipated that subsequent to the Effective Date, the Reorganized Debtors will be wholly owned
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subsidiaries of Arch, and that holders of Allowed Class 6 Claims will receive under the Plan a
substantial equity interest in Arch, certain of the matters addressed below relate exclusively to
Arch. Holders of Voting Claims against the Debtors should analyze and evaluate the Plan and the
other information set forth in this Disclosure Statement and in the Exhibits hereto with their
respective advisors in determining whether to vote to accept or reject the Plan.

1. isk of - or Non-Occurr he Confirmation Date an
Effective Date.

The Plan can only be confirmed if it complies with various legal requirements set
forth in the Code and outlined below. Moreover, the occurrence of the Effective Date is subject
to various conditions set forth in the Plan and in the Merger Agreement that must be satisfied or,
in some instances, waived prior to the occurrence of the Effective Date. See Section V.B,
"Conditions to Effectiveness of the Plan". There may be delay in satisfying the conditions to the
occurrence of the Effective Date, and there is no assurance that these conditions will be met (or,
as applicable, waived). Reference should be made to the Plan, to Article V of the Merger
Agreement and to Section V_B for a description of these conditions.

2. llen in ration.

There can be no assurance that the expectations regarding the future operations of
Arch following the Merger will be fulfilled. The success of the Merger will depend in part on the
ability of Arch to effectively integrate the businesses of Arch and the Reorganized Debtors. The
process of integrating the businesses of Arch and the Reorganized Debtors may involve
unforeseen difficulties and may require a disproportionate amount of time and attention of Arch's
management and financial and other resources of Arch following the Merger. Although it is
anticipated that the Merger will provide the opportunity for cost savings and efficiencies, there
can be no assurance as to the timing or amount of cost savings or efficiencies that may ultimately
be attained. Certain of the anticipated benefits of the Merger may not be achieved if the existing
operations or Arch and the Debtors are not successfully integrated in a timely manner. The
difficulties of such integration may initially be increased by the necessity of coordinating
geographically separated organizations and integrating personnel with disparate business
backgrounds and corporate cultures. There can be no assurance that Arch will be able to
integrate effectively the Reorganized Debtors' operations or, even if integrated, that Arch's
operating performance after the Merger will be successful. If Arch is not successful in integrating
the Reorganized Debtors' operations, or if the integrated operations fail to achieve market
acceptance, Arch could be materially adversely affected. In addition, following the Merger, the
implementation of Arch's business strategy will be subject to numerous other contingencies
beyond the control of Arch, including general and regional economic conditions, interest rates,
competition, changes in regulation and the ability to attract and maintain skilled employees. Asa
result, no assurance can be given that the Merger will be successful or that Arch's business
strategies will prove effective or that Arch will achieve its goals after the Merger.
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3. in Risk i wi h's Existi ¥

Arch is currently party to various contractual arrangements, including, without
limitation, various contracts with governmental authorities, credit agreements and indentures and
similar agreements, under which the consummation of the Merger and the other transactions
contemplated by the Merger Agreement and the Plan could (a) result in a breach, violation,
default or conflict, (b) give other parties thereto rights of termination or cancellation or (c) have
other adverse consequences for Arch. The magnitude of any such adverse consequences may
depend upon, among other factors, the diligence and vigor with which other parties to such
contracts may seek to assert any such rights and pursue any such remedies, and the ability of Arch
to resolve such matters on acceptable terms. Under the indentures governing notes issued by
Arch and its wholly owned subsidiary Arch Communications, Inc. ("ACI") having an aggregate
principal balance of approximately $719.5 million as of July 31, 1998, Arch and ACI would be
obligated to offer to repurchase such notes at an aggregate principal amount of such notes, plus
accrued and unpaid interest and liquidated damages, upon a change of control as defined therein.
Arch believes that consummation of the Merger and the other transactions contemplated by the
Merger Agreement and the Plan will not constitute such a change in control. Althoughiit is
expected that the foregoing matters will not have a material adverse effect on Arch, there can be
no assurance that other parties will not allege that the Merger constitutes either a breach or
default or a change in control of Arch.

4. Transaction 1s.

Arch estimates that it will incur direct transaction costs of approximately $25
million associated with the Merger. This amount is a preliminary estimate only and is therefore
subject to change. There can be no assurance that Arch will not incur significant additional
charges to reflect costs associated with the Merger.

5. Substantial Amortization Charges.

A significant effect of the using purchase accounting treatment in connection with
the Merger will be to record a substantial amount of goodwill and other intangible assets that will
result in substantial amortization charges to the consolidated income of Arch over the useful lives
of such assets. The incremental amount of such charges is estimated to be approximately $45-6
$26 million per year for approximately ten years. However, actual charges could vary
significantly in the event the underlying assets are impaired or the related useful lives of such
assets are less than currently estimated.

6. Growth and Acquisition Strategy.

Arch believes that the paging industry has experienced, and will continue to
experience, consolidation due to factors that favor larger, multi-market paging companies,
including (a) the ability to obtain additional radio spectrum, (b) greater access to capital markets
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and lower costs of capital, (c) broader geographic coverage of paging systems, (d) economies of
scale in the purchase of capital equipment, (€) operating efficiencies and (f) enhanced access to
executive personnel. '

Each of Arch and the Debtors has pursued, and, if the Merger is consummated,
Arch intends to continue to pursue, acquisitions of paging businesses as a kéy component of its
growth strategy. However, the process of integrating acquired paging businesses may involve
unforeseen difficulties and may require a disproportionate amount of the time and attention of
Arch's management. No assurance can be given that suitable acquisitions can be identified,
financed and completed on acceptable terms, or that any future acquisitions by Arch will be
successful.

Implementation of Arch's growth strategy will be subject to numerous other
contingencies beyond the control of its management. These contingencies include national and
regional economic conditions, interest rates, competition, changes in regulation or technology and
the ability to attract and retain skilled employees. Accordingly, no assurance can be given that
Arch's growth strategy will prove effective or that its goals will be achieved.

7. I ital - Un i i1

Arch's business strategy requires, and subsequent to the Merger will continue to
require, the availability of substantial funds to finance the continued development and future
growth and expansion of its operations, including possible acquisitions. The amount of capital
required by Arch following the Merger will depend upon a number of factors, including subscriber
growth, the type of paging devices and services demanded by customers, service revenues,
technological developments, marketing and sales expenses, competitive conditions, the nature and
timing of Arch's NPCS strategy, acquisition strategies and other opportunities. No assurance can
be given that additional equity or debt financing will be available to Arch when needed on
acceptable terms, if at all. The unavailability of sufficient financing when needed could have a
material adverse effect on Arch and its ability to make payments with respect to its outstanding
indebtedness when due.

8. iti Technological n

Arch and the Debtors each face competition from other paging service providers in
all markets in which they operate, as well as from certain competitors that hold nationwide
licenses. Monthly fees for basic paging services have, in general, declined in recent years, due in
part to competitive conditions, and Arch may face significant price-based competition in the
future which could have a material adverse effect on them. Certain of Arch's and the Debtors'
competitors possess greater financial, technical and other resources than will Arch following the
Merger. A trend towards increasing consolidation in the paging industry in particular and the
wireless communications industry in general in recent years has led to competition from
increasingly larger and better capitalized competitors. If any of such competitors were to devote
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additional resources to the paging business or focus on Arch's or the Reorganized Debtors'
particular markets, there could be a material adverse effect on them following the Merger.

Competitors are currently using and developing a variety of two-way paging
technologies. Neither Arch nor the Debtors presently offer their customers such two-way
services, other than as a reseller. Although such services generally are higher priced than
traditional one-way paging services, technological improvements could result in increased
capacity and efficiency for such two-way paging technologies and, accordingly, could result in
increased competition for Arch or the Reorganized Debtors. Future technological advances in the
telecommunications industry could increase new services or products competitive with the paging
services provided by Arch or the Reorganized Debtors or could require Arch and the Reorganized
Debtors to reduce the price of their paging services or incur additional capital expenditures to
meet competitive requirements. Recent and proposed regulatory changes by the FCC are aimed
at encouraging such technological advances and new services. Other forms of wireless two-way
communications technology, including cellular and broadband personal communications services
("PCS"), and specialized mobile radio services, also compete with the paging services that Arch
and the Debtors currently provide. While such services are primarily focused on two-way voice
communications, service providers could elect to provide paging services as an adjunct to their
primary services. Technological change also may affect the value of the pagers owned by Arch
and the Reorganized Debtors and leased to their respective subscribers. If Arch's or the
Reorganized Debtors' subscribers request more technologically advanced pagers, including, but
not limited to, two-way pagers, Arch or the Reorganized Debtors could incur additional inventory
costs and capital expenditures if required to replace pagers leased to its subscribers within a short
period of time. Such additional investment or capital expenditures could have a material adverse
effect on Arch and the Reorganized Debtors. There can be no assurance that Arch or the
Reorganized Debtors will be able to compete successfully with current and future competitors in
the paging business or with competitors offering alternative communication technologies.

9. Government Regulation, Foreign Ownership and Possible Redemption.

The paging operations of Arch and the Debtors are subject to regulation by the
FCC and various state regulatory agencies. The FCC paging licenses granted to Arch and the
Debtors are for varying terms of up to 10 years, at the end of which renewal applications must be
approved by the FCC. In the past, paging license renewal applications generally have been
granted by the FCC upon a showing of compliance with FCC regulations and of adequate service
to the public. With the exception of the pending FCC proceeding regarding the Debtors'
qualifications to remain an FCC licensee, Arch and the Debtors are unaware of any circumstances
that would prevent the grant of any pending or future renewal applications;, however, no
assurance can be given that any of Arch's or the Debtors' renewal applications will be free of
challenge or will be granted by the FCC. It is possible that there may be competition for radio
spectrum associated with licenses as they expire, thereby increasing the chances of third party
interventions in the renewal proceedings. Other than those renewal applications still pending, the
FCC has thus far granted each license renewal application that Arch and the Debtors have filed.
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There can be no assurance that the FCC and various state regulatory agencies will not propose or
adopt regulations or take actions that would have a material adverse effect on Arch or the

Debtors or, if the Merger is consummated, on the combmed-company Combined Company

following the Merger.

The FCC's review and revision of rules affecting paging companies is ongoing and
the regulatory requirements to which Arch and the Debtors are subject may change significantly
over time. For example, the FCC has decided to adopt a market area licensing scheme for all
paging channels under which carriers would be licensed to operate on a particular channel
throughout a broad geographic area (for example, a Major Trading Area as defined by Rand
McNally) rather than being licensed on a site-by-site basis. These geographic area licenses will be
awarded pursuant to auction. Incumbent paging licensees that do not acquire licenses at auction
will be entitled to interference protection from the market area licensee. Arch and the Debtors are
each participating actively in this proceeding in order to protect their existing operations and
retain flexibility, on an interim and long-term basis, to modify systems as necessary to meet .
subscriber demands. The FCC has issued a Further Notice of Proposed Rulemaking in which the
FCC seeks comments on, among other matters, whether it should impose coverage requirements -
on licensees with nationwide exclusivity (such as Arch and the Debtors ), whether these coverage
requirements should be imposed on a nationwide or regional basis and whether, if such
requirements are imposed, failure to meet the requirements should result in a revocation of the
entire nationwide license or merely a portion of the license. If the FCC were to impose stringent
coverage requirements on licensees with nationwide exclusivity, Arch and the Debtors might have
to accelerate the build-out of their systems in certain areas.

Changes in regulation of Arch's and the Debtors’ paging businesses or the
allocation of radio spectrum for services that compete with Arch's and the Debtors' business could
adversely affect their results of operations. In addition, some aspects of the 1996 Act may place
additional burdens upon them or subject them to increased competition. For example, the FCC
has adopted new rules that govern compensation to be paid to pay phone providers which has
resulted in increased costs for certain paging services including toll-free 800 number paging. Arch
and the Debtors have generally passed these costs on to their subscribers, which makes their
services more expensive and which could affect the attraction or retention of customers; however,
there can be no assurance that Arch and the Reorganized Debtors will be able to continue to pass
on these costs. These rules are the subject of several judicial appeals. In addition, the FCC also
has adopted new rules regarding payments by telecommunications companies into a revamped
fund that will provide for the widespread availability of telecommunications services, including to
low-income consumers ("Universal Service"). Prior to the implementation of the 1996 Act,
Universal Service obligations largely were met by local telephone companies, supplemented by
long-distance telephone companies. Under the new rules, certain telecommunications carriers,
including Arch and the Debtors, are required to contribute to a revised fund created for Universal
Service (the "Universal Service Fund"). In addition, certain state regulatory authorities have
enacted, or have indicated that they intend to enact, similar contribution requirements based on
state revenues. Neither Arch nor the Debtors can yet know the impact of these state contribution
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requirements, if enacted and applied to Arch and the Debtors. Moreover, neither Arch nor the
Debtors is able at this time to estimate the amount of any such payments that it will be able to bill
to their subscribers; however, payments into the Universal Service Fund will likely increase the
cost of doing business.

Moreover, in a rulemaking proceeding pertaining to interconnection between local
exchange carriers ("LECs") and commercial mobile radio services ("CMRS") providers such as the
Debtors and Arch, the FCC has concluded that LECs are required to compensate CMRS
providers for the reasonable costs incurred by such providers in terminating traffic that originates
on LEC facilities, and vice versa. Consistent with this ruling, the FCC has determined that LECs
may not charge a CMRS provider or other carrier for terminating LEC-originated traffic or for
dedicated facilities used to deliver LEC-onginated traffic to one-way paging networks, nor may
LECs charge CMRS providers for number activation and use fees. These interconnection issues
are still in dispute, and it is unclear whether the FCC will maintain its current position. Depending
on further FCC disposition of these issues, Arch and the Debtors may or may not be successful in
securing refunds, future relief or both, with respect to charges for termination of LEC-originated
local traffic. If these issues are ultimately resolved by the FCC in Arch's and the Debtors' favor,
then Arch and the Debtors will pursue relief through settlement negotiations, administrative
complaint procedures or both. If these issues are ultimately decided in favor of the LECs, Arch
and the Debtors likely would be required to pay all past due contested charges and may also be
assessed interest and late charges for the withheld amounts. Although these requirements have
not to date had a matenial adverse effect on Arch or the Debtors, these or similar requirements
could in the future have a material adverse effect on Arch or the Reorganized Debtors.

The Communications Act also limits foreign investment in and ownership of
entities that are licensed as radio common carriers by the FCC. Arch and MobileMedia own or
control several radio common carriers and are accordingly subject to these foreign investment
restrictions. Because Arch and MobileMedia are each individually parents of radio common
carriers (but are not radio common carriers themselves), Arch and MobileMedia are limited to
having 25% of their stock owned or voted by aliens or their representatives, a foreign government
or their representatives or a foreign corporation. The FCC has the authority to waive this
restriction unless the public interest would be served by denying such waiver. In connection with
the World Trade Organization Agreement (the "WTQO Agreement") -- agreed to by 69 countries --
the FCC adopted rules effective February 9, 1998 that create a very strong presumption in favor
of such a waiver if the foreign investor's home market country signed the WTO Agreement.
Arch's and MobileMedia's subsidiaries that are radio common carrier licensees are subject to more
stringent requirements and may have only up to 20% of their stock owned or voted by aliens or
their representatives, a foreign government or their representatives or a foreign corporation. This
ownership restriction is not subject to waiver. Arch's Restated Certificate of Incorporation
permits the redemption of shares of Arch's capital stock from foreign stockholders where
necessary to protect FCC licenses held by Arch or its subsidiaries, but such redemption would be
subject to the availability of capital to Arch and any restrictions contained in applicable debt
instruments and under state law (which currently would not permit any such redemptions). The
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failure to redeem such shares promptly could jeopardize the FCC licenses held by Arch or its
subsidianes (including the Reorganized Debtors following the Merger).

10. 1 T ver T r.

Each of Arch and Communications is, and after the consummation of the Merger
the combmed-company Combined Company will continue to be, highly leveraged. At June
September 30, 1998, Arch's total long-term debt was $1-0-biliron $992.8 million compared with
total assets of $97+5 $942.4 million and latest stx pine-month annualized EBITDA of $139-5
$140.7 million. Communications' total long-term debt was $++bititon $905.7 million compared
with total assets of $596-4 $577.3 million and latest stx pine-month annualized EBITDA (before
restructuring costs) of $+23-8 $124.1 million at June September 30, 1998. After giving effect to
the Merger, the sale of the Tower Assets to Pinnacle, the elimination of the Debtors' pre-petition
debt under the Plan and the incurrence of additional debt by Arch in connection with the Merger,
on a pro forma basis at Jume September 30, 1998, the combined company would have had long-
term debt of $1.3 billion compared with total assets of $1-8 $1.7 billion and latest stx nine-month
annualized EBITDA of $256-9 $254.6 million. Arch's high degree of leverage may have adverse
consequences for Arch, including: (a) if necessary, the ability of Arch to obtain additional
financing for acquisitions, working capital, capital expenditures or other purposes, may be
impaired or extinguished or such financing may not be available on acceptable terms, if at all; (b) a
substantial portion of the EBITDA of Arch will be required to pay interest expense, which will
reduce the funds which would otherwise be available for operations and future business
opportunities; (c) the amended credit facility and the indentures under which certain Arch notes
are outstanding contain financial and restrictive covenants, the failure to comply with which may
result in an event of default which, if not cured or waived, could have a material adverse effect on
Arch; (d) Arch may be more highly leveraged than its competitors which may place it at a
competitive disadvantage; (e) Arch's high degree of leverage will make it more vulnerable to a
downturn 1n its business or the economy generally; and (f) Arch's high degree of leverage may
impair its ability to participate in the anticipated future consolidation of the paging industry. In
April 1997, Arch reordered its operating priorities to improve capital efficiency and strengthen its
balance sheet by placing a higher priority on leverage reduction than subscriber unit growth. As
part of its reordered operating priorities, Arch has implemented various initiatives to reduce
capital costs while sustaining acceptable levels of unit and revenue growth. As a result, Arch's
rate of internal growth in pagers in service has slowed and is expected to remain below the rates
of internal growth previously achieved by Arch, but Arch has not yet reduced its financial leverage
significantly. There can be no assurance that Arch will be able to reduce its financial leverage
significantly or that Arch will achieve an appropriate balance between growth that it considers
acceptable and future reductions in financial leverage. If Arch is not able to achieve continued
growth in EBITDA, it may be precluded from incurring additional indebtedness due to cash flow
coverage requirements under existing debt instruments.
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11 riber T ver.

The results of operations of wireless messaging service providers, such as Arch
and the Debtors, can be significantly affected by subscriber cancellations. Since filmgfor
bankruptcy protection the Petition Date, the Debtors have experienced a significant decline in
subscribers._A tember 30, 1998, the D had 3,182,207 i
3,440,342 at December 31, 1997, The sales and marketing costs associated with attracting new
subscribers are substantial relative to the costs of providing service to existing customers.
Because the paging business is characterized by high fixed costs, disconnectrons cancellations
directly and adversely affect EBITDA. An increase in the subscriber cancellation rate could have
a material adverse effect on Arch or the Reorganized Debtors.

12. n Third P

Neither Arch nor the Debtors manufactures any of the pagers used in their
respective paging operations. Arch and the Debtors each buy pagers primarily from Motorola and
NEC and therefore are dependent on such manufacturers to obtain sufficient pager inventory for
new subscriber and replacement needs. In addition, Arch and the Debtors purchase terminals and
transmitters primarily from Glenayre and Motorola and thus are dependent on such manufacturers
for sufficient terminals and transmitters to meet their expansion and replacement requirements.
To date, neither Arch nor the Debtors has experienced significant delays in obtaining pagers,
terminals or transmitters (other than in the period preceding the Debtors' bankruptcy filing), but
there can be no assurance that Arch and the Reorganized Debtors will not experience such delays
in the future. Arch's purchase agreement with Motorola expires on June 19, 1999, although it
contains a provision for antomatic-renewat-for one-year terms term renewals. Communications'
agreement with Motorola will expire on February 6, 1999, although it provides for automatic
renewal for one-year terms. In addition, under the terms of the current contract, on the Effective
Date, Reorganized Communications will need to provide Motorola with credit support. There
can be no assurance that Arch's or Communication's agreements with Motorola will be renewed
or, if renewed, that such agreements will be on terms and conditions as favorable as those under
the current agreements. Although Arch believes that sufficient alternative sources of pagers,
terminals and transmitters exist, there can be no assurance that Arch would not be materially
adversely affected if it were unable to obtain these items from current supply sources or on terms
comparable to existing terms. Finally, Arch and the Debtors rely on these parties to provide
satellite transmission for some aspects of their paging services. To the extent there are satellite
outages, Arch and the Reorganized Debtors may experience a loss of service until such time as
satellite coverage 1s restored.

13.  Possible Acquisition Transactions.
Arch has advised the Debtors that it believes that the paging industry will undergo

further consolidation, and that it expects to participate in such consolidation. Arch has evaluated
and expects to continue to evaluate possible acquisition transactions on an ongoing basis and at
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any given time may be engaged in discussions with respect to possible acquisitions or other
business combinations. The process of integrating acquired paging businesses may involve
unforeseen difficulties and may require a disproportionate amount of the time and attention of
Arch's management and financial and other resources. No assurance can be given that suitable
acquisition transactions can be identified, financed and completed on acceptable terms, that Arch's
future acquisitions will be successful, or that Arch will participate.in any future consolidation of
the paging industry.

14. 1 rsonnel.

The success of Arch and the Reorganized Debtors subsequent to the Merger will
depend, to a significant extent, upon the continued services of a relatively small group of
executive personnel. Arch does not have employment agreements with, or maintain key man life
insurance on the lives of, any of its current executive officers, although certain executive officers
have entered into non-competition agreements and all executive officers have entered into
executive retention agreements with Arch. The loss or unavailability of one or more of either
Arch's or the Debtors' executive officers or the inability to attract or retain key employees in the
future could have a material adverse effect on Arch and the Reorganized Debtors.

15. mpact of T 01

: ted oot} : ‘31'18 gFi Vear300€ 5”: i . "
date=sensttive-mformationby-Arch'scomputerized-systems-and-transmissronequipment: The Year
2000 problem is the result of computer programs being written using two digits (rather than four)
to define the applicable year. Any of the Debtors’ or Arch's programs that have time=-sensitive
software may recognize a date using "00" as the year 1900 rather than the year 2000. This could
result in a system failure or miscalculations causing disruptions of operations, including, among
other things, a temporary inability to process transactions, send invoices or engage in similar

custormary-busmess-activitres—
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information and operating systems are Yggr 2000 compliant..
MobileMedia
State of Readiness

e aff ' Year 2000 ¢ m lian ifi he vari r ission

With r internal matt MobileMedia h le view of it
har ware an ftwar d ermm whet er it iness-relat lication m Iudm

embedde in rtain i -rel files were crea dand run to i entlf ‘ear 2000

2000 pr lm were identified. Additional testin cheduled for the first quarter of 1999

including testing of MobileMedia's financial and hgmgn resource software packages. There
can be no assurance, however. that such testing has. or will, detect all compliance issues
related to the Year 2000 problem.

With respect to external mattgrga MobllgMggla hg; distributed

roc f aining and reviewing the responses thereto. tionnaires have
requested information concerning embed hnologi f such vendors, the hardwar
i » such vendors and th r 2000 com

n r n
such vendors relating thereto.

Estimated Year 2000 Compliance Costs

MobileMedia has an information technology staff of approximately 68 people
that has addressed technical issues relating to the Year 2000 compliance matters. To date,
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unth n i v with r 7 rY r 000r
MobileMedia can give no assurance as to the accuracy of such vendors' rgg;eggn;g;igng.

ontingency Plannin

ggn;mggnq glgnmng in respect of Ygar 2000 ggmghgngg gg_; ! g calendar year 1299
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Arch

Arch has created a cross-functional project group (the "Y2K Project
roup'' work on th r 2000 probl 2K Proj r is finishing i
n M x - " » -4 . n £ €] 4 n n n 0 N o o .

tin an nti n ] lanning. A f its eval ‘ ion fY r2000v ln rabili
relat it er an in uipment vend rch ha with h m their

concl that xtent any v ln ili i ith n r n rnall

existing accounting policies, while maintenance or modification costs will be expensed as

incurred. Based-omrArch'sprehmmary-estimate-of the Arch has upgraded hardware to enable

compliance testing to be performed on dedicated test equipment in an isolated production-
like environment. Based on its costs incurred to date, as well as estimated costs to be
incurred over the next fourteen months, Arch does not expect that resolution of the Year 2000
problem will have a material adverse effect on its results of operations and financial condition.
Costs of the Year 2000 project are based on current estimates and actual results may vary

significantly from such esnmates-‘ic?bﬂﬂrofﬂmﬂ-pmcrmth-wlmﬁthﬂmmrbtm

once detailed plans are developed and implemented.
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16.  No Dividends.

Neither Arch nor MobileMedia has ever declared or paid cash dividends. Neither
Arch nor MobileMedia intends, and if the Merger is consummated, Arch does not intend, to
declare or pay any cash dividends in the foreseeable future. Certain covenants in Arch's credit
facility and other Arch debt instruments effectively prohibit the declaration or payment of cash
dividends by Arch for the foreseeable future. In addition, the terms of Arch's Series C Preferred
Stock generally prohibit the payment of cash dividends on Arch Common Shares unless all
accrued and unpaid dividends on the Series C Preferred Stock are paid in full.

17.  History of Losses

Nerther-Archnor-Communteationshas-Since their r ctive in ion

has not reported any net income since-theirrespective-mnceptions while MobileMedia r
net income of $42.3 million in the nine months ended September 30, 1998 resulting from a
gain of $94.1 million on the sale of jts tower site assets. Arch reported net losses of $36.6
million, $114.7 million, $181.9 million and $+65-8 $157.8 million in the fiscal years ended
December 31, 1995, 1996 and 1997; and the six pine months ended Jume September 30, 1998,
respectively. €Communtcatrons MobileMedia reported net losses of $41.1 million, $1.1 billion;

and $124.6 mihomrand-$373 million in the years ended December 31, 1995, 1996 and 1997 and
the-six net income of $42.3 million in the nine months ended Fune September 30, 1998,
respectively, and has operated as a debtor-in-possession under chapter 11 from January 30,
1997 to the present. For the year ended December 31, 1997 and the six nine months ended June
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September 30, 1998, and after giving effect to the Merger, Arch would have incurred, on a pro
forma unaudited basis, a loss before extraordinary items jtem of $3+3-9 $299.6 million and
$154-5 $117.9 million, respectively.

For both Arch and Communications, these historical and pro forma net losses have
resulted principally from substantial depreciation and amortization expense, primarily related to
intangible assets and pager depreciation, interest expense, the impairment of long-lived assets (in
the case of Communications) and other costs of growth. Substantial and increased amounts of
debt are expected to be outstanding for the foreseeable future, which will result in significant
additional interest expense which could have a material adverse effect on Arch following the
Merger. Arch expects to continue to report net losses for the foreseeable future, whether or not
the Merger is consummated.

18.  Volatility of Trading Price.

The market price of Arch Common Shares is subject to significant fluctuation.
Between Fuly October 1, 1997 and September November 11, 1998, the reported sale price of
Arch Common Shares on the Nasdaq National Market has ranged from a low of $2-31 $.687S per
share to a high of $9-56 $9.00 per share. The trading price of Arch Common Shares following the
Merger will likely be affected by numerous factors, including the nsk factors set forth herein, as
well as prevailing economic and financial trends and conditions in the public securities markets.
During recent periods, share prices of companies in technology businesses, and particularly paging
companies such as Arch and MobileMedia, have exhibited a high degree of volatility. Shortfalls in
revenues or earnings from the levels anticipated by the public markets could have an immediate
and significant adverse effect on the trading price of Arch Common Shares in any given period.
Such shortfalls may result from events that are bevond Arch's immediate control, can be
unpredictable and, because a significant proportion of Arch's sales during each fiscal quarter may
tend to occur in the latter stages of the quarter, may not be discernible until the end of a financial
reporting period, which may contribute to the volatility of the trading value of Arch's shares
regardless of Arch's long-term prospects. The trading price of Arch's shares may also be affected
by developments, including reported financial results and fluctuations in trading prices of the
shares of other publicly held companies in the paging industry generally, which may not have any
direct relationship with Arch's business or prospects.

19. Risks Relating to the Combined any Proiections.

The managements of Arch and the Debtors have jointly prepared the combined
company pro forma projections attached hereto as Exhibit E. in connection with the development
of the Plan to present the projected effects of the Plan and the transactions contemplated thereby
if the Merger is consummated. The Combined Company Projections assume the Plan and the
transactions contemplated thereby will be implemented in accordance with their terms. The
assumptions and estimates underlying such Combined Company Projections are inherently
uncertain and are subject to significant business, economic and competitive risks and uncertainties
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that could cause actual results to differ materially from those projected, including, among others,
those enumerated therein. Accordingly, the Combined Company Projections are not necessarily
indicative of the future financial condition or results of operations of the combined company
following the Merger, which may vary significantly from those set forth in the Combined
Company Projections. Consequently, the projected financial information contained herein should
not be regarded as a representation by Arch, Arch's advisors, the Debtors, the Debtors' advisors
or any other person that the Combined Company Projections can or will be achieved.

20. in Federal X iderations: ibl f I
Tax Benefits.

It is anticipated that § 382 of the Tax Code will limit the amount of income earned
by Arch after the Merger that may be offset by Arch's net operating loss carryforwards and other
tax attributes. It is also anticipated that the net operating loss carryforwards and possibly other
tax attributes of Communications will be substantially reduced as a result of consummation of the
Plan pursuant to sections 382 and 108 of the Tax Code.

21 h' n redi ili ndentur jctions.

Arch's credit facility and indentures impose (or will impose) certain operating and
financial restrictions on Arch. The credit facility requires Arch's wholly owned subsidiary, Arch
Paging, Inc. ("API"), and in some cases ACI, to maintain specified financial ratios, among other
obligations, including a maximum leverage ratio and a minimum fixed charge coverage ratio, each
as defined in Arch's amended credit facility. In addition, the amended credit facility limits or
restricts, among other things, API's ability to: (a) declare dividends or redeem or repurchase
capital stock; (b) prepay, redeem or purchase debt; (c) incur liens and engage in sale/leaseback
transactions; (d) make loans and investments; (e) incur indebtedness and contingent obligations;
(f) amend or otherwise alter debt instruments and other material agreements; (g) engage in
mergers, consolidations, acquisitions and asset sales; (h) engage in transactions with affiliates; and
(1) alter its lines of business or accounting methods. In addition, Arch's indentures limit, among
other things: (u) the incurrence of additional indebtedness by Arch and its Restricted Subsidiaries
(as defined therein); (v) the payment of dividends and other restricted payments by Arch and its
restricted subsidiaries (as defined in its indentures); (w) asset sales; (x) transactions with affiliates;
(y) the incurrence of liens; and (z) mergers and consolidations. Arch's ability to comply with such
covenants may be affected by events beyond its control, including prevailing economic and
financial conditions. A breach of any of these covenants could result in a default under Arch's
amended credit facility and/or Arch's indentures. Upon the occurrence of an event of default
under the amended credit facility or Arch's indentures, the creditors could elect to declare all
amounts outstanding, together with accrued and unpaid interest, to be immediately due and
payable. If Arch were unable to repay any such amounts, the creditors could proceed against the
collateral securing such indebtedness. If the lenders under the amended credit facility accelerate
the payment of such indebtedness, there can be no assurance that the assets of Arch would be
sufficient to repay in full such indebtedness and the other indebtedness of Arch. In addition,
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because the amended credit facility and Arch's indentures limit (or will limit) its ability to engage
in certain transactions except under certain circumstances, Arch may be prohibited from entering
into transactions that could be beneficial to Arch. Arch will be entering into additional indentures
in connection with the Merger Agreement and the Plan.

22. ignifican 1 in Reven ) ing Resul

Arch and the Debtors have experienced significant fluctuations in its revenues and
operating results from quarter to quarter and year to year, and it expects these fluctuations to
continue in the future. Arch believes that future fluctuations in revenues and operating results are
likely as the result of many factors, including competition, subscriber turnover, new service
developments and technological change. Arch's current and planned debt repayment levels are, to
a large extent, fixed in the short term, and are based in part on its expectations as to future
revenues. Arch may be unable to adjust spending in a timely manner to compensate for any
revenue shortfall. Consequently, revenues are difficult to forecast and may vary significantly from
quarter to quarter or year to year and revenues or results of operations in any period will not
necessarily be indicative of revenues or operating results in subsequent periods and should not be
relied upon as any indication of future performance.

Due to the foregoing or other factors, it is hikely possible that suchquarterly due
to future fluctuations in, Arch's revenue or operating results witH-fronrtimetotime may not

meet the expectations of securities analysts or investors, which may have a material adverse effect
on the price of Arch Common Shares.

23,  Risk of Arch Common Shares Being Delisted fr NASDA

Arch mmon h res have n listed. and it ar ve rad on th

sed, in pa n the reverse stock split it has recently pr ed (s ction LE) there can
surance that the NNM will not delist the Arch mmgon Shares either prior to or

following the Merger.
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24 Divisional Reorganization of Arch.

In June 1998, the Arch Board approved a reorganization of its operations (the
"Divisional Reorganization"). As part of such reorganization, which will be implemented over a

period of 18 to 24 months, Arch planstoconsoldate-its-seven consolidated ;_1_3 ree of its
operating divisions into four gxisting operating divisions, and consotrdate js in the process of

sonsolidating certain regional administrative support functions, resultingn L_Q__j_a_k__;_m;%@'
various operating efficiencies. Once fully implemented, the Divisional Reorganization is expected
to result in annual cost savings of approximately $15.0 million. In connection with the
reorganization, Arch (a) anticipates a net reduction of approximately 10% of its workforce, (b)
plans to close certain office locations and redeploy other real estate assets and (c) recorded a
restructuring charge of $16.1 million in the second quarter of 1998. The restructuring charge
consisted of approximately (1) $9.7 million for employee severance and benefits, (i) $3.5 million
for lease obligations and terminations and, (iii) $2-5 $1.4 million for the writedown of refated
assets fixed assets and (iv) $1.5 million of other costs. There can be no assurance that the
desired cost savings will be achieved or that the anticipated restructuring of Arch's business will
be accomplished smoothly, expeditiously or successfully. The difficulties of such restructuring
may be increased by the need to integrate the Reorganized Debtors' operations in multiple
locations and to combine two corporate cultures. The inability to successfully integrate the
operations of the Reorganized Debtors could have a material adverse effect on Arch.

24 25. Anti-Takeover Provisions.

The Arch Restated Certificate of Incorporation (the "Arch Certificate”) and By-
laws (the "Arch By-Laws") include provisions for a classified Board of Directors, the issuance of
"blank check" preferred stock (the terms of which may be fixed by the Arch Board without further
stockholder approval), a prohibition on stockholder action by written consent in lieu of a meeting
and certain procedural requirements governing stockholder meetings. In addition, Section 203 of
the Delaware General Corporation Law will, with certain exceptions, prohibit Arch from engaging
in any business combination with any "interested stockholder” (as defined therein) for a three-year
period following the date that such stockholder becomes an interested stockholder. Such
provisions may have the effect of delaying, making more difficult or preventing a change in
control or acquisition of Arch.

V. SUMMARY OF THE PLAN OF REORGANIZATION
A Description, Classification and Treatment of Claims and Interests
The following Section V. A describes the significant Claims and Interests in the
Debtors' Cases and the manner in which they are classified and treated under the Plan. First, it

discusses in general the Debtors' Schedules (which reflect, among other things, the Debtors'
liabilities as reflected in their books and records), the proofs of claim filed in the Cases and the
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Claim objection process. Next, it outlines the significant categories of Claims against the Debtors
with estimates as of ——————December 10, 1998 of the Allowed Claims. Finally, it
summarizes the classification and treatment scheme for Claims and Interests established in the
Plan.

1. Description of Claims Generally.

As discussed in Section I1.B 4.(d), the Debtors filed joint Schedules of Assets,
Liabilities and Executory Contracts, and a joint Statement of Financial Affairs (which have
subsequently been amended) on March 26, 1997. By order of the Bankruptcy Court, June 16,
1997 (the "Bar Date") was fixed as the last day by which the holders of certain claims could file
their proofs of claim. Under this order, a claim filed against one Debtor was deemed filed against
all of the Debtors."” A holder of a claim listed on the Schedules as liquidated, noncontingent and
undisputed, and as to which the holder agreed with the claim amount set forth in the Schedules,
was not required to file a proof of claim. More than 2,400 claims were filed against the Debtors.
As described in Section 11 B 4, the Debtors have objected to numerous claims and continue the
process of reviewing each remaining proof of claim, as well as reconciling the claimants and the
claimed amounts with the Debtors' books and records and analyzing the factual and legal bases of
these proofs of claim. Following the completion of such analyses and reconciliation, the Debtors
will contact claimants regarding variances between the Debtors' books and records and the
asserted claim amounts.

2. Estimated Amount of Allowed Claims.

The following chart outlines the estimated amount of the Allowed Claims included
in each Class under the Plan, except for Allowed Claims for fees and expenses and contingent and
unliquidated claims. The estimated amounts set forth herein constitute projections as of

December 10, 1998, and are rounded, in most instances, to the nearest one-hundred
thousand '®

7 Under the Plan, the Debtors are being treated as one entity for the purpose of claims made
against them and distributions made by them under the Plan. The Plan also contemplates the
elimination of all intercompany claims between and among the Debtors.

18 The estimates set forth in this chart and otherwise in this Disclosure Statement are for
descriptive purposes only, and do not and shall not constitute an admission as to the Debtors'
obligations with respect to any such claims.
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Estimate of Allowed
Claim Amount (filed claims

Class  Description as of 12/10/98)

1 Priori i ' $150,000

2 i r lai $500.000

3 Customer Refund Claims $0

4 1995 Credit Agreement Claims

$479 million interest

Principal Miscettaneous
Fees, Costs $1 million

and Expenses

5 Dial Page Note Claims

Principal $1.6 million
Interest . Frusteefees $500.000
6 neral U I laim
934% Notes $267.9 million
102 Notes $174.1 million
Other Unsecured Claims $[22] million
7 Note Litigation Claims Not estimated
8 mmon k Claims and Interests and Not estimated
rdinated Indemnification Obligation
Claims
9 idia laims and Inter FOTALS Not estimated
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Treatment Thereof.

The Plan divides the holders of Claims and Interests, except administrative claims
and priority tax claims, into nine separate and distinct Classes pursuant to section 1122(a) of the
Code, and sets forth the treatment offered each Class. A Claim or Interest will be deemed
classified in a particular Class only to the extent that the Claim or Interest qualifies within the
description of that Class, and will be deemed classified in a different Class to the extent that any
remainder of the Claim or Interest qualifies within the description of such different Class. A
Claim is in a particular Class and entitled to a distribution only to the extent that the Claim is an
Allowed Claim in that Class.

Under the Plan, a Claim is "Allowed" to the extent that: (a)(1) the Claim was
timely filed or the Claim was listed in the Schedules and not listed therein as disputed, contingent
or unliquidated as to amount, and (2) the Debtors, the Reorganized Debtors or any other party in
interest entitled to do so has not yet filed an objection and does not file an objection prior to (i) in
the case of Class 6 Claims other than rejection claims, the Rights Offering Commencement Date,
and (ii) in the case of all other Claims, the Effective Date of the Plan; or (b) the Claim is allowed
by a Final Order of the Bankruptcy Court; or (c) the Claim is allowed by the Plan.

The treatment of, and consideration to be provided to, holders of Allowed Claims
and Interests will be in full settlement, release and discharge of such Allowed Claims and
Interests; provided, that such discharge will not affect the lability of any other entity on, or the
property of any other entity encumbered to secure payment of, any such Claim or Interest, except
as otherwise provided in the Plan; and provided, further, that such discharge will not affect the
Reorganized Debtors' obligations under and pursuant to the Plan. The treatment of and
consideration to be provided to Allowed Claim and Interest holders in each Class will apply to all
of the Cases. No Claim will entitle the holder thereof to a distribution of cash or securities or to
other consideration pursuant to the Plan unless, and only to the extent that, such Claim is an
Allowed Claim.

In accordance with section 1123(a)(1) of the Code, Administrative Claims are not
classified under the Plan. Administrative Claims are Claims entitled to priority under sections
507(a)(1) and 503(b) of the Code, which Claims (other than claims for taxes, trade debt and
customer deposits and credits incurred in the ordinary course of business after the Petition Date),
to the extent they arose between the Petition Date and the Confirmation Date, are required to be
filed by the party asserting such Claim within 15 days after the Confirmation Date. Administrative
Claims that arose between the Confirmation Date and the Effective Date must be filed by the
party asserting such Claim within 15 days after the Effective Date. The Debtors will review all
filed Administrative Claims, and object to such Claims as necessary. Arch has waived its right to
object to Administrative Claims constituting professional fees. Section 2.1(A) of the Plan
provides that, subject to the provisions of Section 4.4(A) of the Plan and unless otherwise agreed
by the holder of an Allowed Administrative Claim (in which event such other agreement will
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govern), each holder of an Allowed Administrative Claim will receive on account of such
Administrative Claim: (i) cash equal to the unpaid amount of such Allowed Administrative Claim;
or (ii) at the option of Reorganized Communications, payment in accordance with the ordinary
business terms of such Allowed Administrative Claim. Section 2.1(B) of the Plan provides that
on or before the Effective Date, Administrative Claims for fees payable pursuant to section 1930
of title 28 of the United States Code, 28 U.S.C. § 1930, as determined by the Bankruptcy Court
at the Confirmation Hearing, will be paid in cash in an amount equal to the amount of such
Administrative Claims. All such fees payable after the Effective Date will be assumed by the
Reorganized Debtors. Section 2.1(C) of the Plan provides that Administrative Claims based on
liabilities incurred by the Debtors in the ordinary course of their businesses will be assumed and
paid by Reorganized MCCA pursuant to the terms and conditions of the particular transaction
giving rise to such Administrative Claim, without any further action by the holders of such Claims.
Section 2.1(D) of the Plan provides that Arch will make available to Reorganized
Communications any monies necessary for Reorganized Communications to make timely payment
of all Administrative Claims.

Also in accordance with section 1123(a)(1) of the Code, Section 2.2 of the Plan
provides that priority tax claims of the kind specified in sections 507(a)(8) of the Code (claims for
certain federal, state and local taxes) are not classified. Unless otherwise agreed by the holder of
an Allowed Prionity Tax Claim (in which event such other agreement will govern), each holder of
an Allowed Priority Tax Claim against any of the Debtors will, on the Effective Date, receive, at
Arch's option, either (a) cash equal to the amount of such Allowed Priority Tax Claim or (b) a
promissory note payable by Reorganized Communications in a principal amount equal to the
amount of such Allowed Priority Tax Claim on which interest will accrue from and after the
Effective Date at the rate of 7% or such higher or lower rate as is determined by the Bankruptcy
Court to be appropriate under section 1129(a)(9)(C) of the Code and will be paid semiannually in
arrears, the principal amount of the promissory note will be paid in full on a date or dates six (6)
years after the date of assessment of such Allowed Priority Tax Claim.

The following is a summary of the manner in which Claims and Interests are
classified and treated under the Plan, together with a description of the estimated amounts of
Allowed Claims and Interests included in each such Class as of December 10, 1998. By virtue of
the provisions of Article 11 of the Plan, the Allowed Claims in Classes 1, 2 and 3 are umimpaired
under the Plan and Claims and Interests in Classes 4, 5, 6, 7, 8 and 9 are impaired under the Plan.
The Debtors believe that the treatment afforded all Classes of Claims and Interests under the Plan
fully comports with the requirements of the Code and case law.

(a) Class 1 - Priority Claims. Allowed Claims against any of the
Debtors, if any, with priority pursuant to sections 507(a)(3), 507(a)(4) or
507(a)(6) of the Code are classified in Class 1. Most liquidated Class 1
Claims have already been paid pursuant to orders of the Bankruptcy Court.
Excluding priority customer deposits held by the Debtors in the ordinary
course of business (and payable to subscribers in the ordinary course of
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business pursuant to an order of the Bankruptcy Court entered on the
Petition Date), the aggregate estimated amount of these Allowed Class 1
Claims 1s-5 fil r 10, 1998 is $150,000. Each Allowed
Claim in Class 1 will be paid in full in cash on the later of the Effective
Date and a date that is as soon as practicable after the date upon which
such Claim becomes an Allowed Prionty Claim.

(b) Class 2 — Miscellaneous Secured Claims.

® Description of Miscellaneous Secured Claims.
Miscellaneous Secured Claims are Secured Claims against any of the
Debtors not classified in Class 4, and might include, for example, claims for
the delivery of goods or services to the Debtors to the extent of any cash
deposit made by the Debtors before, and remaining unapplied on, the
Petition Date.

° Classification Scheme. Allowed Secured Claims that are
not otherwise classified pursuant to the Plan are classified in Class 2. The
aggregate estimated amount of these Allowed Class 2 Secured Claims 155

filed as of rl 8 is $500.000.

® Treatment. The legal, equitable and contractual rights to
which each holder of an Allowed Class 2 Claim is entitled will be left
unaltered by the Plan or, at the option of the Reorganized Debtors, will be
left unimpaired in the manner described in section 1124(2) of the Code.

(c) Class 3 -- Customer Refund Claims.

° Description of Customer Refund Claims. Class 3 consists
of all Customer Refund Claims against any of the Debtors not otherwise
classified in Class 1 or Class 2. Most Class 3 Claims have already been
paid pursuant to an order of the Bankruptcy Court.

° Classification Scheme. Customer Refund Claims not
otherwise classified in Classes 1 or 2 are classified in Class 3. The

aggregate-estimated-amount-of Debtors estimate that there will be no
Allowed Class 3 Claims ts$—.

° Treatment. The legal, equitable and contractual nghts to
which each holder of an Allowed Class 3 Claim is entitled will be left
unaltered by the Plan or, at the option of the Reorganized Debtors, will be
left unimpaired in the manner described in section 1124(2) of the Code.
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(d)  Class 4 — Claims under or related to the 1995 Credit Agreement.

] Description of Claims under or related to the 1995 Credit
Agreement. As discussed in Section I1.A.1,, in connection with the

MobileComm Acquisition, Communications entered into the 1995 Credit
Agreement with the Pre-Petition Lenders. .-The 1995 Credit Agreement
provides for term loans in an aggregate principal amount of $550 million
and a $200 million revolving loan facility.

Communications' obligations to the Pre-Petition Lenders under the
1995 Credit Agreement are secured by Liens on substantially all the assets
of Communications. As further security for Communications' obligations
to the Pre-Petition Lenders under the 1995 Credit Agreement,
Communications entered into a Guaranty and Pledge Agreement, and each
of the Debtors other than Communications entered into a Guaranty and
Security Agreement, pursuant to which agreements each of the Debtors
other than Communications guaranteed Communications' obligations to the
Lenders under the 1995 Credit Agreement and granted to the Pre-Petition
Agent a lien on and security interest in all of its assets (including any stock
owned by it) to secure such guaranty.

As of the Petition Date, $550 million in principal amount was
outstanding in respect of the term loans and $99 million in principal amount
was outstanding under the revolving credit facility, in each case exclusive
of accrued and unpaid interest. As of the Petition Date, approximately $21
million in accrued and unpaid interest was owed to the Pre-Petition
Lenders. The full amount of pre-petition interest owing to the Pre-Petition
Lenders was paid to the Pre-Petition Lenders as adequate protection in
accordance with the order approving the DIP Facility. In addition, on
September 2, 1998, the $170 million in proceeds from the Tower
Transaction were paid to the Pre-Petition Lenders.

° Classification Scheme. Allowed Secured Claims in Class 4
consist of the following unpaid obligations arising under the 1995 Credit
Agreement, and will be Allowed in an aggregate amount equal to: (i) $479
million; (ii) reasonable accrued and unpaid commitment, letter of credit and
similar fees under the 1995 Credit Agreement, in an amount, as of the
Petition Date, equal to $179,148.29, together with any such amounts
accrued after the Petition Date and unpaid as of the Effective Date; (iii) the
unpaid, reasonable costs and expenses of the Pre-Petition Agent, to the
extent provided in the 1995 Credit Agreement; and (iv) the unpaid,
reasonable costs and expenses of the members of the Steering Commuttee
for the Pre-Petition Lenders, other than the Pre-Petition Agent, up to the
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aggregate amount of $1,000,000. Adequate protection payments in
connection with, and the costs and expenses of the Pre-Petition Agent
ansing under, the 1995 Credit Agreement shall continue to be paid in cash
through the Effective Date at the rate and in the manner set forth under the
DIP Approval Orders. Class 4 Claims shall not include interest accrued at
the default rate under Section 5.4(c) of the 1995 Credit Agreement or
otherwise.

° Treatment. Each holder of an Allowed Class 4 Claim will
receive, in full satisfaction of its Claim, cash equal to the amount of its
Allowed Claim, payable in accordance with Section 4.3(A) of the Plan.

(e) Class 5 -- Claims arising under or related to the Dial Page Notes.

° Description of Claims with respect to the Dial Page Notes.
Communications is party to an Indenture dated as of February 1, 1993 (as
supplemented and amended, the "Dial Page Indenture") with Norwest
Bank Minnesota, N.A., as successor Trustee, pursuant to which Dial Page,
Inc. ("Dial Page") originally issued $85,000,000 of 12%:% Senior Notes
due February 15, 2000 (the "Dial Page Notes"). As a result of the Dial
Page Acquisition, Communications assumed the obligations of Dial Page
under the Dial Page Indenture. Concurrently with that acquisition,
Communications repurchased the majority of the Dial Page Notes from the
holders thereof. The Dial Page Notes are unsecured and interest is payable
semi-annually thereon each February 15 and August 15 of each year until
maturity.

° Classification Scheme. Allowed Claims against any of the
Debtors arising under or related to the Dial Page Notes and related
agreements (other than Note Litigation Claims) are classified in Class $S.

Class S Claims will be Allowed Claims in the sum of: (i) the
outstanding principal amount of the Dial Page Notes, (i) unpaid interest on
the Dial Page Notes accrued to the Effective Date calculated at the non-
default rate set forth in the Dial Page Notes (which includes interest on
overdue instaliments of principal and interest); and (iii) the unpaid
reasonable fees and expenses of the trustee for the Dial Page Notes
incurred prior to the Petition Date, to the extent provided for in the Dial
Page Indenture.

The aggregate estimated amount of these Allowed Class 5 Claims is
$§——82.1 million, including $1,570,000 principal amount,
approximately $88;:149 $90,000 in accrued and unpaid pre-petition interest,
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and approximately $————8450.000 in accrued and unpaid post-petition
interest.

® Treatment. Each holder of an Allowed Class 5 Claim will
receive, in full satisfaction of its Claim, cash equal to the amount of its
Allowed Claim, payable in accordance with Section 4.3(B) of the Plan.
Allowed Claims for certain fees and expenses of the indenture trustee for
the Dial Page Notes as provided for under the Dial Page Indenture are
included in Class 5 but are not included in the above aggregate amounts, as
they have not been estimated by the Debtors.

6] Class 6 -- Non-Priority Unsecured Claims

° Description of Non-Priority Unsecured Claims. The
Debtors' unsecured claims fall into four basic categories:

) Subordinated Note Claims: Communications is
party to an Indenture dated as of November 13, 1995 with State
Street Bank and Trust Company, as Trustee, pursuant to which
Communications issued $250,000,000 of 934% Senior
Subordinated Notes due November 1, 2007 (the "934% Notes").
The 9%% Notes are unsecured. Interest on the 9%% Notes is
payable semi-annually, on May 1 and November 1 of each year.

Communications is also party to an Indenture dated as of
December 1, 1993 (as supplemented and amended, the "10%:%
Indenture") with First Trust USA (as successor to BankAmerica
National Trust Company), as Trustee, pursuant to which
Communications issued $210,000,000 face amount of 10%:%
Senior Subordinated Deferred Coupon Notes due December 1,
2003 (the "10%:% Notes" and, together with the 93% Notes, the
"Subordinated Notes"). The 10%2% Notes are unsecured and were
issued at a price of $599.48 for each $1,000.00 principal amount,
with interest on the 10'4% Notes being capitalized and the principal
amount accreting until December 1, 1998. Thereafter, interest on
the 10%2% Notes is payable semi-annually, on June 1 and December
1 of each year, beginning June 1, 1999.

()  General Unsecured Claims: The Debtors listed
various trade and other unsecured claims in the Schedules. A
number of these creditors have filed claims in excess of their
scheduled amounts, and certain creditors that were not listed in the
Schedules (including parties to contracts and leases that have been
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or will be rejected by the Debtors as provided for under the Code)
have filed (or will file) Claims against the Debtors. Many of such
Claims have already been resolved through the claims objection
process, and the Debtors will continue to review these filed Claims,
attempt to reconcile them with their books and records and file
additional objections as necessary. -A Claim listed in the Debtors'
Schedules, and not listed as disputed, contingent or unliquidated as
to amount and as to which the creditor agrees with the amount, will
be Allowed in the amount set forth on the Schedules.

(i)  Litigation Claims: Several parties have asserted
Claims against the Debtors based on disputes that were the subject
of lawsuits or other actions commenced prior to the Petition Date,
or that would have been commenced but for the filing of the Cases
and the imposition of the automatic stay of section 362 of the Code.

(iv)  Personal Injury Claims: In addition to the litigation
claims described above, certain parties have asserted Claims against
the Debtors for personal injuries. In accordance with 28 U.S.C.

§ 157(b)(5), these Claims will be tried, if necessary, in the District
Court for the District of Delaware or the District Court for the
District in which the Claim arose (as determined by the District
Court for the District of Delaware), and once reduced to judgment
will be treated as Allowed Claims in Class 6.

° Classification Scheme. All Allowed Claims against any of
the Debtors arising under or related to the Subordinated Notes and related
agreements (other than Note Litigation Claims) and all other non-priority
Unsecured Claims, other than Customer Refund Claims classified in Class
3, Claims arising under or related to the Dial Page Notes classified in Class
5, Note Litigation Claims classified in Class 7, Common Stock Claims
classified in Class 8 and Subsidiary and Subordinated Indemnity Claims
classified in Class 8, are classified in Class 6.

Class 6 Claims other than Subordinated Noteholder Claims and
Personal Injury Claims will be allowed or disallowed in accordance with
Section 4.4(B) of the Plan and applicable provisions of the Code and
Bankruptcy Rules. Subordinated Noteholder Claims other than Claims of
the indenture trustees under the Subordinated Indentures will be Allowed
Claims in the sum of: (x) the outstanding principal amount (or outstanding
accredited principal amount, as the case may be) of the Subordinated Notes
and (y) unpaid interest on the Subordinated Notes accrued prior to the
Petition Date calculated at the non-default rate set forth in the
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Subordinated Notes. Subordinated Noteholder Claims for the indenture
trustees under the Subordinated Indentures will be Allowed Claims in an
amount equal to the unpaid reasonable fees and expenses of each such
trustee incurred prior to and after the Petition Date through the Effective
Date, to the extent provided for in the Subordinated Indentures. Personal
Injury Claims will be hiquidated and allowed or disallowed in the district
court in which the Cases are pending, or in the district court in the district
in which the claim arose, as determined by the district court in which the
Cases are pending.

The aggregate estimated amount of the Allowed Claims in Class 6,
excluding unliquidated or contingent claims that have not been estimated, is

% $[464] million, consisting of.

() 934% Notes, in the estimated aggregate amount of
$267-8 $267.8S million, including $250 million principal amount
and approximately $178 $17.85 million in accrued and unpaid pre--
petition interest;

() 10%2% Notes, with an aggregate accreted value of
approximately $+74 $174.08 million; and

(iii)  other general unsecured claims in the amount of

—3[22] million.

Allowed Claims for certain fees and expenses of the indenture
trustees for the Subordinated Notes incurred as provided under the
Subordinated Note Indentures are included in Class 6 but are not included
in the above aggregate amounts, as they have not been estimated by the
Debtors.

° Treatment. Each holder of an Allowed Class 6 Claim (other
than the indenture trustees under the Subordinated Indentures) will receive:

@) for each holder of an Allowed Class 6 Claim as of the
record date set for the initial Rights Offering (the "Rights Offering.
Initial Record Date"), its pro rata share of the Rights being
distributed on such date by Arch to holders of Allowed Class 6

Claims;
(i) for each holder of a Claim that becomes an Allowed Claim

after the Rights Offering Initial Record Date but before the
Confirmation Date (A) from Arch, as soon as practicable after the
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Confirmation Date, that number of Rights equal to the number of
Rights that such holder would have received had such holder's
Claim been Allowed as of the Rights Offering Initial Record Date
or, (i1) if the number of Rights in the Rights Reserve on the
Confirmation Date is insufficient to make the distribution set forth
in clause (A), from Arch, (x) the Holder's ratable share of the
Rughts actually in the Rights Reserve on such date and (y) an
amount of cash equal to the value of the Rights such holder did not
receive due to the insufficiency of the Rights Reserve, such value to
be determined based on the actual proceeds received from the sale
of the Rights Reserve pursuant to Section 4.1(B)(5) of the Plan;

(1)  from Arch on the Effective Date, if such holder has
exercised any or all of its Rights in accordance with the terms and
conditions thereof, for each Right so exercised, atmt{whichas

defmedmrthePlan-wit-becomprised-of one Arch Common Share
andifno-Rights OffermgAdustment-has-occurred-afractionofan
ek W 3. v

(iv)  holders of Claims in Class 6 that are not Allowed until after
the Confirmation Date will receive from Arch (after the Effective
Date), in lieu of Rights, cash equal to the value of the Rights such
holders would otherwise have received, such value to be
determined based on the actual proceeds received from the sale of
the Rights Reserve pursuant to Section 4.1(B)(5) of the Plan;

(v)  (x)if such Claim is an Allowed Claim on the Effective Date,
on or as soon as practicable after the Effective Date, its pro rata
share of the pool of Arch Common Stock Shares to be 1ssued to
holders of Class 6 Claims under the Plan (the "Creditor Stock
Pool") minus shares withheld in connection with Disputed Class 6
Claims or (y) if such Claim is not an Allowed Claim on the
Effective Date, on a later date after which the Claim i1s Allowed, its
pro rata share of the Creditor Stock Pool minus shares withheld in
connection with Disputed Class 6 Claims; and

(vi)  ona "Final Distribution Date", each holder of an Allowed
Class 6 Claim will receive its pro rata share of the Arch Common
Shares, if any, that remain in the Creditor Stock Pool; provided,
that if on the day the final Disputed Class 6 Claim is resolved, there
are 10,000 or fewer Arch Common Shares remaining in the
Creditor Stock Pool, no distribution will be made to holders of
Allowed Class 6 Claims, and the Arch Common Shares remaining
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will be returned to Arch and become treasury shares.

Section 2.8(C)(2) of the Plan provides that in lieu of the foregoing treatment, any
holder of a Claim in Class 6 of $1;666 $2.000 or less may elect, by marking the appropriate box
on the Ballot sent to such holder, to receive cash equal to 50% of its Allowed Claim, or, if such
holder's claim is in excess of $1;666 $2.000, such holder may elect to have its Claim reduced to
and Allowed at $1;666 $2,000 and receive cash with respect to such reduced Claim in accordance
with Section 2.8(C)(2) of the Plan.

The number of Arch Common Shares constituting the Creditor Stock Pool may be
reduced if, on the Effective Date, the Debtors' estimate (which estimate must be agreed to by
Arch) of the aggregate amount of certain administrative and other claims (collectively, "Capped
Administrative Claims"), plus the costs and expenses of the Standby Purchasers, exceeds $34
million. Capped Administrative Claims are defined under the Plan to mean (i) Priority Tax
Claims, (i) Administrative Claims for bonuses payable to employees and professionals on or as a
result of the occurrence of the Effective Date, cure payments under section 365(b)(1) of the Code
and accrued and unpaid fees and expenses of professionals to the Debtors and the Committee and
(i) certain costs and expenses relating to Allowed Claims in Classes 4, S and 6. The Debtors
currently estimate that Capped Administrative Claims, together with the costs and expenses of the
Standby Purchasers, will not exceed $34 million; however, any such excess would reduce the
number of Arch Common Shares available for distribution to holders of Allowed Class 6 Claims
by such excess divided by $25.315._The num f Arch mon Shar nsti

redit Stock Pool is al ject ju nt in the ev rch undertakes a reverse

Section 2.8(C)(3) of the Plan provides that on the Effective Date, the Reorganized
Debtors will pay to the indenture trustees under the Subordinated Indentures cash equal to the
amount of fees and expenses of the indenture trustees (including the reasonable fees and expenses
of counsel retained by the indenture trustees), in accordance with and to the extent provided for in
the Subordinated Indentures, whether incurred prior or subsequent to the Petition Date, without
application by or on behalf of the indenture trustees or their respective counsel to the Bankruptcy
Court.

Moreover, the number of Arch Common Shares in the Creditor Stock Pool that
will be reserved for distribution to subsequently Allowed Class 6 Claims will be determined prior
to the date that certain Class 6 Claims that anse out of rejected executory contracts and leases
have been filed. It is therefore possible that the aggregate amount of all subsequently Allowed
Class 6 Claims will exceed the aggregate amount for which a reserve was established, in which
event certain holders of Allowed Class 6 Claims might receive a reduced, or no, distribution on
account of such Allowed Claims. Because the reserve the Debtors will be establishing will have in
it shares sufficient to provide distributions to all holders of filed Disputed Class 6 Claims at the
full filed amount of such claims, however, the Debtors believe that the possibility of having
insufficient shares to satisfy all subsequently Allowed Class 6 Claims is remote.
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(g)  Class 7 — Note Litigation Claims.

° Description of Note Litigation Claims. Note Litigation
Claims consist of all claims against any of the Debtors of the kind described
in section 510(b) of the Code arising out of the ownership of the Notes,
including claims asserted in or by parties to the Securities Actions and
related claims of officers, directors and underwriters for contribution,
reimbursement or indemnification. See Section I A.7.(b).

. Classification Scheme. By operation of section 510(b) of
the Code, Note Litigation Claims are subordinated to Claims under the
Notes and are classified in Class 7. The Debtors have not estimated the
amount of the Note Litigation Claims.

° Treatment. Claims in Class 7 will not be entitled to receive
or retain any property on account of their Note Litigation Claims.

(h) Class 8 -- Common Stock Claims and Interests and Subordinated
Indemnification Obligation Claims.

° Description of Common Stock Claims and Interests. There
were approximately 45 6 million shares of MobileMedia Class A Common
Stock and approximately 2.36 million shares of MobileMedia Class B
Common Stock issued and outstanding as of Jume September 30, 1998.
Holders of such Common Stock have Interests as equity holders in
MobileMedia. In addition, certain of such holders have asserted claims
against MobileMedia arising out of their equity ownership, including claims
asserted by the plaintiffs to the Securities Actions and related claims of
officers, directors and underwriters for contribution, reimbursement or
indemnification. By operation of section 510(b) of the Code, the Claims
arising out of the ownership of Common Stock are subordinated to
Unsecured Claims and are pari passu with the equity interests of the
holders of the Common Stock. Class 8 also includes any claims against the
Debtors for contribution, reimbursement or indemnification held by: (1) all
individuals who were directors of the Debtors at any time prior to the
Effective Date, (2) any present or former officer considered or determined
as of the Effective Date by the FCC to be an actual or alleged wrongdoer
for purposes of the Debtors' FCC Proceeding, (3) any present or former
officer now or hereafter named as a defendant in the Securities Actions, as
to claims arising out of the matters alleged in the Securities Actions, (4)
any present or former officer named as a defendant in any action initiated
after the date hereof based upon similar factual allegations, or alleging
similar causes of action, to the Securities Actions, as to claims arising out
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of the matters alleged therein, (5) any officer or employee of the Debtors
who is not an officer or employee of the Debtors as of the Effective Date,
and (6) any present or former professionals and advisors of the Debtors,
including, without limitation, accountants, auditors, financial consultants,
underwriters or attorneys (other than indemnification obligations arising
out of post-petition agreements approved by the Bankruptcy Court). . Also
classified in Class 8 are all other contribution, reimbursement or
indemnification obligations of the kind described in section 510(b) of the
Code.

L Classification Scheme. (1) Interests of holders of the
Common Stock of MobileMedia, (ii) options, warrants and other rights to
purchase the Common Stock of MobileMedia, (iii) Claims arising out of
ownership of the Common Stock of MobileMedia and (iv) the various
indemnification obligations described in the immediately preceding
paragraph are classified in Class 8.

[ Treatment. Interests in Class 8 will be canceled and the
holder of Claims and Interests in Class 8 will not be entitled to receive or
retain any property on account of their Claims and Interests.

® Class 9 -- Subsidiary Claims and Interests.

° Description of Subsidiary Claims and Interests. Subsidiary
Claims consist of Claims by a Debtor against another Debtor; Subsidiary
Interests consist of the Interests of a Debtor in another Debtor based on the
ownership of the stock of such Debtor.

° Classification Scheme. Subsidiary Claims and Interests are
classified in Class 9.

® Trearment. Interests in Class 9 will be canceled and the
holders of Claims and Interests in Class 9 will not be entitled to receive or
retain any property on account of such Claims and Interests, except that, in
accordance with Section 4.2(B) of the Plan, Reorganized Communications
will retain its Interests in Reorganized MCCA.
B. Conditions to Effective Date

Each of the following is a condition to the occurrence of the Effective Date set
forth in Section 5.1 of the Plan:

1. That the Confirmation Order (which order shall be reasonably satisfactory
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to Arch and, as to the provisions relating to the treatment of Allowed Class 4 Claims, the Pre-
Petition Agent) has been entered by the Bankruptcy Court, has become a Final Order (as defined
in section 5.1 of the Merger Agreement), more than ten (10) days have elapsed since the
Confirmation Date, no stay of the Confirmation Order is in effect and the Confirmation Order has
not been reversed, modified or vacated,

2. That all conditions to the Closing under the Merger Agreement (other than
the condition that the Effective Date shall have occurred) have been satisfied or waived by the
party entitled thereto, and the Merger shall occur as contemplated by Section 4.2(B)(ii) of the
Plan; and

3. That the commitments under the DIP Credit Agreement will have
terminated, all amounts owing under or in respect of the DIP Credit Agreement will have been
paid in full in cash and any outstanding letters of credit issued under and in connection with the
DIP Credit Agreement or the 1995 Credit Agreement will have been terminated or satisfied, or
the Debtors will have provided cash collateral therefor in accordance with the terms of the DIP
Credit Agreement or the 1995 Credit Agreement, as applicable.

Section 5.2 of the Plan provides that if the Merger Agreement is terminated in
accordance with its terms, then the Confirmation Order will be vacated by the Bankruptcy Court
uniess the Debtors, Arch or the Committee files a motion opposing the vacation of the
Confirmation Order within ten Business Days after termination of the Merger Agreement. The
Confirmation Order may not be vacated after all the conditions to the Effective Date have either
occurred or been waived.

C. Means for Implementation of Plan

1 Implementation of the Plan.

As set forth in more detail herein and in the Plan, the Plan contemplates that the
Reorganized Debtors will emerge from bankruptcy as subsidiaries of Arch that will continue the
business previously conducted by the Debtors prior to the Effective Date, and that holders of
Allowed Claims will receive cash or equity securities of Arch or a combination thereof. The Plan
contains the requisite elements required under, inter alia, section 1123 of the Code, including
adequate means for the Plan's implementation under section 1123(a)(5) of the Code. Section
1123(a)(5)(c) enumerates a merger with one or more persons as an example of adequate means
for a plan's implementation.

Section 4.1(A) of the Plan lists the actions that will occur prior to the
Confirmation Date. Section 4.1(A)(1) of the Plan provides that pursuant to the Merger
Agreement, Arch will commence the Rights Offering and the Arch Stockholder Rights Offering.
* Section 4.1(A)(2) of the Plan provides that each of the Standby Purchasers has executed the jts

Standby Purchase Commitment, compostte copies of which;reflecting-theamendments-executed
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asof September-3,-1998; are attached to the Plan as Exhibits B-1 through B-6.

2. ECC and State Regulatory Approval.

As described in Sections 11.A.8 and JV.F .2 effectiveness of the Plan is conditioned
upon obtaining approval by the FCC of the FCC Applications on terms that do not impair the
feasibility of the Plan and that permit the Plan to be implemented and consummated. This
approval will permit the transfer of the Debtors' FCC licenses to the Reorganized Debtors, and the
consummation of the transactions contemplated under the Plan and Merger Agreement.

3. ndmen i f ti

Section 4.2(C)(1) of the Plan provides that as of the Effective Date, each
Reorganized Debtor's Certificate of Incorporation will comply with section 1123(a)(6) of the
Code.

Section 4.2(C)(2) of the Plan provides that as of the Effective Date, the bylaws of
Reorganized Communications will be the same as the bylaws of the Merger Subsidiary as in effect
immediately prior to the Effective Date (except that the name of the corporation set forth therein
will be changed to "MobileMedia Communications, Inc."), and the bylaws of Reorganized MCCA
will be the same as the bylaws of Delaware Subsidiary Co. as in effect immediately prior to the
Effective Date (except that the name of the corporation set forth therein will be changed to
"Mobile Communications Corporation of America"). Each Reorganized Debtor's Bylaws will be
effective as of the Effective Date.

D. Agreements Between the Debtors and Various Third Parties

1. Dastributions QOccurring On and After the Effective Date.

(a) Distributions to Holders of Allowed Class 4 Claims. Section .
4 3(A) of the Plan provides that the cash distnibution to be made to the holders of Allowed Class
4 Claims will be made by wire transfer by Arch on the Effective Date or the first Business Day
thereafter to the Pre-Petition Agent, which will, subject to the rights of the Pre-Petition Agent, if
any, against the other holders of Allowed Class 4 Claims under the 1995 Credit Agreement,
promptly transmit to each such holder its Pro Rata Share of the cash provided by Arch; provided,
that, if requested by a Standby Purchaser in writing at least two days prior to the Effective Date,
any cash to be distributed to the Standby Purchaser on account of such Standby Purchaser's
Allowed Class 4 Claim will, in accordance with the instructions included in such written request,
be applied on behalf of the Standby Purchaser first to the payment of any amounts required to be
paid by such Standby Purchaser in accordance with its Standby Purchase Commitment.
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(b)  Distributions to Holders of Dial Page Notes.

@) Exchange of Notes. Section 4.3(B)(1) of the Plan provides

that the cash distribution to be made to the holders of Allowed Class 5 Claims will be made by
Reorganized Communications to the Dial Page Indenture Trustee on the Effective Date or the
first Business Day thereafter, which will, subject to the nights of such Dial Page Indenture Trustee
as against holders of the Dial Page Notes under the Dial Page Indenture, transmit, upon surrender
by a holder of its Dial Page Notes, the cash to which such holder is entitled under Section 2.7(C)
of the Plan. The reasonable fees and expenses of the Dial Page Indenture Trustee incurred solely
" in connection with making such distributions, unless otherwise paid hereunder, will be paid by
Reorganized Communications to the extent so required by the Dial Page Indenture or as
otherwise agreed between Reorganized Communications, the Dial Page Indenture Trustee and
Arch, and in any case subject to required approvals of the Bankruptcy Court, if any.

(i1) Lost Notes. Section 4.3(B)(2) of the Plan addresses the
steps that will need to be taken by any holder of a Dial Page Note that wishes to receive a
distribution under the Plan but is unable to surrender such Note because it has been destroyed,
lost or stolen.

(c)  Distributions from Arch. Section 4.3(C) of the Plan provides that
Arch will distribute to each holder of an Allowed Class 6 Claim and each Standby Purchaser that
exercised its Rights in accordance with the terms thereof (and, in the case of the Standby
Purchasers, in accordance with the terms of the Standby Purchase Commitment), on the Effective
Date, for each Right so exercised, the Arch Common Shares or Arch Class B Common Shares, as
applicable, and1ifnmoRights-OfferingAdpustment-has-occurred;-Arch-Warrantstogether
comprsmg-thetmts subscribed for. Arch will distribute to each holder of an Allowed Class 6
Claim that was not Allowed as of the Rights Offering Supplemental Record Date, as soon as
practicable after such Claim is Allowed (but no sooner than the Effective Date), its Cash
Equivalent, as provided in Section 2.8(C)(1)(d) of the Plan. In the event the exercise of Rights
and the purchase of the Emits Arch Common Shares thereby would cause (i) any "person” or
"group" (as such terms are used in Section 13(d) and 14(d) of the Securities and Exchange Act of
1934), or (1) the Standby Purchasers collectively, on the Effective Date, in the aggregate, to
beneficially own, within the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934
and Rule 13d-3 and 13d-5 promulgated thereunder (except that a Person shall be deemed to have
beneficial ownership of all securities that such Person has the right to acquire, whether such night
1s exercisable immediately or only after the passage of time), (a) more than 49.0% of the number
of shares of the capital stock of Arch generally entitled to vote in the election of directors or (b)
more than 49.0% of the total voting power of the capital stock of Arch, then, the "person” or
“"group” or the Standby Purchasers, will receive in lieu of the Arch Common Shares metuded-m
suchBnits, Arch Class B Common Shares such that (x) such "person” or "group" or (y) the
Standby Purchasers collectively, on the Effective Date, in the aggregate, beneficially own, within
the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934, and Rule 13d-3 and
13d-5 promulgated thereunder (except that a Person shall be deemed to have beneficial ownership
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of all securities that such Person has the right to acquire, whether such right is exercisable
immediately or only after the passage of time), (i) no more than 49.0% of the number of shares of
the capital stock of Arch generally entitled to vote in the election of directors and (ii) no more
than 49.0% of the total voting power of the capital stock of Arch on the Effective Date. For
purposes of calculating the percentages referred to above, it will be assumed that no additional
Class 6 Claims are Allowed after the Effective Date and all of the Arch Common Shares in the
Creditor Stock Pool are distributed to the Allowed Class 6 Claims as of the Effective Date.

(d)  Distributions from the Exchange Agent. Section 4.3(D) of the Plan
provides that on the Effective Date, Arch will deliver to the Exchange Agent a certificate, in the
name of the Exchange Agent, for the number of Arch Common Shares comprising the Creditor
Stock Pool. Distributions to the holders of Allowed Class 6 Claims other than on account of the
Rights, on the Effective Date and thereafter, will be made by the Exchange Agent on behalf of
Reorganized Communications from the Arch Common Shares evidenced by the certificate so
delivered by Arch.

(1)  Holders of the Subordinated Notes. Section 4.3(D)(1) of
the Plan provides that as soon as practicable after the Effective Date (except in the case of the
Standby Purchasers, who will receive such distributions on the Effective Date as provided for in
the Standby Purchase Commitments), Reorganized Communications will cause the Exchange
Agent to send a notice and a transmittal form to each holder of a Subordinated Note advising
such holder of the procedure for surrendering its Subordinated Note(s) in exchange for its
distribution of Arch Common Shares under the Plan.

Commencing on the Effective Date, the Exchange Agent will also distribute to
each holder of an Allowed Claim that constitutes a Subordinated Noteholder Claim, upon proper
surrender of its Subordinated Notes, its Class 6 Pro Rata Share of the Creditor Stock Pool.
Thereafter, on each Semi-Annua! Distribution Date, distributions of a holder's Class 6 Pro Rata
Share of the Creditor Stock Pool will be made to the holders of Allowed Class 6 Claims that
constitute Subordinated Noteholder Claims who have surrendered their Subordinated Notes since
the preceding Semi-Annual Distribution Date (or, with respect to the first Semi-Annual
Distribution Date, since the Effective Date). Final distributions of Arch Common Shares will be
made on the Final Distribution Date to each holder of an Allowed Class 6 Claim constituting a
Subordinated Noteholder Claim based on its Class 6 Adjusted Pro Rata Share of the remaining
shares in the Creditor Stock Pool (subject to Section 2.8(C)(1)(f) of the Plan).

Section 4.3(D)(1) of the Plan also addresses a variety of other issues relating to the
surrender and cancellation of the Subordinated Notes, including the steps that will need to be
taken by any holder who is unable to surrender such Note because it has been destroyed, lost or
stolen and who wishes to receive a distribution with respect to such Note.

@) rs of Allowed Class 6 Clai her than
rdin Noteholder Claims. Section 4.3(D)(2) of the Plan provides that on the Effective
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Date, the Exchange Agent will distribute to each holder of an Effective Date Allowed Claim other
than a Subordinated Noteholder Claim its Class 6 Pro Rata Share of the Creditor Stock Pool.
Thereafter, on each Semi-Annual Distribution Date, distributions of a holder's Class 6 Pro Rata
Share of the Creditor Stock Pool will be made to each holder of a Class 6 Claim other than a
Subordinated Noteholder Claim whose Claim has been Allowed (as certified by the Estate
Representative to the Exchange Agent) since the preceding Semi-Annual Distribution Date (or,
with respect to the first Semi-Annual Distribution Date, since the Effective Date). Final
distributions of Arch Common Shares will be made on the Final Distribution Date to each holder
of an Allowed Class 6 Claim other than a Subordinated Noteholder Claim based on its Class 6
Adjusted Pro Rata Share of any shares remaining in the Creditor Stock Pool (subject to Section
2.8(C)(1)(D) of the Plan).

(1)  Eractional Interests. Section 4.3(D)(3) of the Plan provides
that the Arch Capital Shares will be issued and distributed in whole shares, and not in fractional
shares. To the extent that any holder would be entitled to a fractional Arch Capital Share but for
this provision, such holder will, at Arch's option, (i) be paid by Reorganized Communications cash
in an amount equal to the fraction of said share multiplied by the price of an Arch Capital Share
on the Effective Date, or (i) receive the number of whole shares determined by rounding up to
the next whole number of shares. Arch-Section 4.3(D)(3) of the Plan further provides that
Arch Participation Warrants will be issued and distributed in whole units, and not in fractional
units. To the extent that any holder would be entitled to a fractional Arch Participation Warrant
but for this provision, such holder will receive the number of whole warrants determined by
rounding up or down to the next whole number of warrants.

(e) Undeliverable Distributions Section 4.3(E)(1) of the Plan
designates the addresses to be used for the distribution of property in connection with the Plan.
Section 4.3(E)(2) of the Plan addresses undeliverable distributions and Section 4.3(E)(4) of the
Plan provides that any property that remains undeliverable to the holders of Allowed Claims as of
the later of the Final Distribution Date and the date that is two years after the Effective Date will
be delivered to, and become the property of, Arch.

H Compliance with Tax Requirements

) Section 4.3(F)(1) of the Plan provides that in connection
with the Plan, to the extent applicable, the Reorganized Debtors will comply with all tax
withholding and reporting requirements imposed on them by any governmental unit, and all
distributions pursuant to the Plan that may be necessary or appropriate to comply with such
withholding and reporting requirements.

(i)  Section 4.3(F)(2)of the Plan provides that notwithstanding
any other provision of the Plan, each entity that has received any distribution pursuant to the Plan
will have sole and exclusive responsibility for the satisfaction and payment of any tax obligation
imposed by any governmental unit, including income, withholding and other tax obligations, on
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account of such distribution.
2. inuation nt Agreem n fi nts.
Section 3.2(C) of the Plan provides that on the Effective Date, the Debtors will
assume pursuant to sections 365 and 1123(b)(2) of the Code the employment and benefit
agreements set forth on Schedule 1 to the Plan.

E. Effect of Plan Confirmation

1. vesting of

Section 4.2(A) of the Plan provides that, except as provided in the Plan, all
property of the estate, to the full extent of section 541 of the Code, and any and all other rights
and assets of the Debtors of every kind and nature will, on the Effective Date of the Plan, revest
in the Reorganized Debtors free and clear of all Liens, Claims and Interests other than (i) those
Lxens Claims and Interests retamed or created pursuant to the Plan gnd gn! ng_gg ghg; have

t of taxe

2. Discharge of Claims and Termination of Interests.

Section 6.1(A) of the Plan provides that except as provided in the Confirmation
Order, the nghts afforded under the Plan and the treatment of Claims and Interests under the Plan
will be in exchange for and in complete satisfaction, discharge and release of all Claims and
satisfaction or termination of all Interests, including any interest accrued on Claims from the
Petition Date. Except as provided in the Plan or the Confirmation Order, Confirmation will, as of
the Effective Date: (a) discharge the Debtors from all Claims or other debts that arose before the
Effective Date, and all debts of the kind specified in sections 502(g), 502(h) or 502(i) of the
Code, whether or not (i) a proof of claim based on such debt is filed or deemed filed pursuant to
section 501 of the Code, (i) a Claim based on such debt is allowed pursuant to section 502 of the
Code, or (iii) the holder of a Claim based on such debt has accepted the Plan and (b) satisfy or
terminate all Interests and other rights of equity security holders in the Debtors.

Section 6.1(B) of the Plan provides that as of the Effective Date, except as
provided in the Plan or the Confirmation Order, all entities will be precluded from asserting
against the Debtors or the Reorganized Debtors, or their respective successors or property, any
other or further Claims, demands, debts, rights, causes of action, liabilities or equity interests
based upon any act, omission, transaction or other activity of any kind or nature that occurred
prior to the Effective Date. In accordance with the foregoing, except as provided in the Plan or
the Confirmation Order, the Confinnation Order will be a judicial determination, as of the
Effective Date, of discharge of all such Claims and other debts and liabilities against the Debtors
and satisfaction or termination of all Interests and other rights of equity security holders in the
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Debtors, pursuant to sections 524 and 1141 of the Bankruptcy Code, and such discharge will void
any judgment obtained against the Debtors or the Reorganized Debtors at any time, to the extent
that such judgment relates to a discharged Claim.

3. T f Injunctj I

Section 6.2(A) of the Plan provides that except as provided in the Plan or the
Confirmation Order, as of the Effective Date, all entities that have held, currently hold or may
hold a Claim or other debt or liability that is discharged or an Interest or other right of an equity
security holder that is terminated pursuant to the terms of the Plan are permanently enjoined from
taking any of the following actions on account of any such discharged Claims, debts or liabilities
or terminated Interests or rights: (a) commencing or continuing in any manner any action or other
proceeding against the Debtors or the Reorganized Debtors or Arch or its subsidiaries or their
respective property; (b) enforcing, attaching, coliecting or recovering in any manner any
judgment, award, decree or order against the Debtors or the Reorganized Debtors or Arch or its
subsidiaries or their respective property; (c) creating, perfecting or enforcing any lien or -
encumbrance against the Debtors or the Reorganized Debtors or Arch or its subsidiaries or their
respective property; (d) asserting a setoff, right of subrogation or recoupment of any kind against
any debt, liability or obligation due to the Debtors or the Reorganized Debtors or Arch or its
subsidiaries or their respective property; and (e) commencing or continuing any action, in any
manner, in any place that does not comply with or is inconsistent with the provisions of the Plan.

Section 6.2(B) of the Plan provides that as of the Effective Date, all entities that
have held, currently hold or may hold a claim, demand, debt, right, cause of action or hability that
is released pursuant to the Plan are permanently enjoined from taking any of the following actions
on account of such released claims, demands, debts, rights, causes of action or habilities: (a)
commencing Or continuing in any manner any action or other proceeding; (b) enforcing, attaching,
collecting or recovering in any manner any judgment, award, decree or order, (c) creating,
perfecting or enforcing any lien or encumbrance; (d) asserting a setoff, right of subrogation or
recoupment of any kind against any debt, liability or obligation due to any released entity; and (e)
commencing or continuing any action, in any manner, in any place that does not comply with or is
inconsistent with the provisions of the Plan.

Section 6.2(C) of the Plan provides that by accepting a distribution pursuant to the
Plan, each holder of an Allowed Claim receiving such distribution pursuant to the Plan will be
deemed to have specifically consented to the injunctions set forth in Section 6.2 of the Plan.

F. Executory Contracts and Unexpired Leases

Article III of the Plan provides for assumption or rejection of the Debtors'
executory contracts and unexpired leases not assumed or rejected prior to the Confirmation Date.
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1. Rejected Contracts.

Section 3.1 of the Plan provides that no later than 25 days prior to the Voting
Deadline, the Debtors, at the direction of Arch, will prepare a schedule of the executory contracts
and unexpired leases to be rejected on the Effective Date (the "Rejection Schedule"). The
Rejection Schedule will be filed and served on each party to an executory contract or unexpired
lease listed thereon to be rejected by the Debtors no later than twenty days prior to the Voting
Deadline. Any claims for damages arising from the rejection of an executory contract or
unexpired lease listed on the Rejection Schedule must be filed by the Voting Deadline and will be
determined, if necessary, at Confirmation. The Rejection Schedule may be amended from and
after the Confirmation Date for sixty days thereafter (but in no event after the Effective Date) by
the Debtors at the direction of Arch and with notice to any party to an executory contract or
unexpired lease added to or removed from such schedule. Any claims for damages arising from
the rejection of an executory contract or unexpired lease rejected after the Confirmation Date
pursuant to Section 3.1 of the Plan must be filed within 20 days after receipt of notice of rejection
of such contract. Any such Claims not filed within the applicable 20-day period will be barred and
may not thereafter be asserted.

2. Assumed Contracts.

Section 3.2(A) of the Plan provides that each executory contract or unexpired
lease of the Debtors that has not expired by its own terms prior to the Effective Date, has not
been rejected during the Cases prior to Confirmation, is not subject to a notice of rejection and'is
not rejected under the Plan will, by the terms of the Plan, be assumed by Reorganized MCCA
pursuant to sections 365 and 1123(b)(2) of the Code on the Effective Date. All such assumed
contracts, unexpired leases, franchises and permits, and any contracts or unexpired leases assumed
by the Debtors by order of the Bankruptcy Court prior to the Confirmation Date, will be vested in
and continue in effect for the benefit of the Reorganized Debtors.

Section 3.2(B) of the Plan provides that the Debtors will, at least twenty days prior
to the Voting Deadline, file and serve on all parties to executory contracts and unexpired leases to
be assumed as of the Effective Date, and on the Pre-Petition Agent, the Committee and Arch, a
schedule setting forth the amount of cure and compensation payments to be provided by the
Reorganized Debtors in accordance with section 365(b)(1) of the Code, which schedule will be
acceptable to Arch. Objections to any such proposed cure payment must be made by the Voting
Deadline, and will be determined, if necessary, at the Confirmation Hearing. In the event the
Debtors amend the Rejection Schedule pursuant to Section 3.1 of the Plan after the Confirmation
Date to remove an executory contract or unexpired lease therefrom, the Debtors will, within five
days after such amendment to the Rejection Schedule, file and serve on all parties to executory
contracts and unexpired leases to be assumed as a result of any such Schedule amendment, and on
the Pre-Petition Agent, the Committee and Arch, a supplemental schedule setting forth the
amount of cure and compensation payments to be provided by the Reorganized Debtors in
accordance with section 365(b)(1) of the Code, which supplemental schedule of cure payments
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will be reasonably acceptable to Arch. Objections to any proposed cure payment set forth in the
supplemental schedule must be made within 20 days after receipt thereof. A party to an assumed
executory contract or unexpired lease that has not filed an appropriate pleading with the
Bankruptcy Court on or before the applicable 20-day period will be deemed to have waived its
right to dispute such amount. All unpaid cure and compensation payments under any executory
contracts or unexpired leases that are assumed or assumed and assigned under the Plan
(including, without limitation, Claims filed in the Cases or listed in the Schedules and Allowed by
order of the Bankruptcy Court prior to the Confirmation Date that relate to executory contracts
or unexpired leases that are assumed or assumed and assigned under the Plan) will be made by the
Reorganized Debtors as soon as practicable after the Effective Date, but not later than thirty days
after the Effective Date; provided, that, in the event of a dispute regarding the amount of any cure
and compensation payments, the Reorganized Debtors will make such cure and compensation
payments as may be required by section 365(b)(1) of the Code following the entry of a Final
Order resolving such dispute.

3. Post-Petition Contracts and Leases.

Section 3.3 of the Plan provides that all contracts and leases entered into or
assumed by the Debtors after the Petition Date, including (a) the Tower Sale Agreement and (b)
the Master Lease between Communications and Pinnacle Towers Inc. entered into pursuant to the
Tower Sale Agreement, but excluding the DIP Credit Agreement, will be deemed assigned by the
Debtors to Reorganized MCCA on the Effective Date.

G. Other Plan Provisions
1. Management and ration of the 10rS.

Section 4.1(B)(1) of the Plan provides that after the Confirmation Date and until
the Effective Date, the Debtors will be managed by substantially the same personnel that managed
and operated the Debtors on the Confirmation Date, subject to such changes as may be
determined by the Board of Directors of a Debtor in accordance with the Bylaws and Articles or
Certificate of Incorporation of such Debtor. During such period, the Debtors will: (a) conduct
their business in the usual, regular and ordinary course, in a manner consistent with past practice,
sound business practice and the terms of the Plan and the Merger Agreement, and subject to their
obligations as debtors-in-possession pursuant to the Code; (b) use their best efforts to preserve
intact their respective business organizations and goodwill, keep available the services of their key
employees and preserve the goodwill and business relationships with suppliers, distributors,
customers and others with whom they have business relationships, (c) take no actions inconsistent
with the Plan; (d) use their best efforts to satisfy the conditions to the effectiveness of the Plan;
and (e) make cash payments, and otherwise conduct cash management, in the ordinary course of
their business and in a manner consistent with the terms of the Plan. '
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2. Estate Representative.

Section 4.2(C)(5) of the Plan provides that within 15 days after the Confirmation
Date, the Committee will designate a person, subject to Arch's and the Debtors' consent (which
consent will not be unreasonably withheld) (the "Estate Representative"), who will be responsible
for the winding up of the Debtors' estates after the Effective Date. The Estate Representative will
have the authority to hire counsel and other advisors, to prosecute and settle Disputed Claims, to
oversee distributions by the Exchange Agent, to pursue any preserved Causes of Action and
otherwise to effect the closing of the Cases. The Estate Representative will be reimbursed for all
reasonable expenses incurred in the performance of his or her duties as Estate Representative by
Arch based on a monthly budget to be submitted to Arch no later than ten Business Days prior to
the end of each month after the Effective Date for the succeeding month, which budget will set
forth in reasonable detail the proposed activities to be undertaken by the Estate Representative
during such month and the estimated costs and expenses therefor. If Arch does not object to such
budget within five Business Days after receipt thereof, it will be the final budget for such month.
At least once every calendar quarter, the Estate Representative will report to Arch on the matenal
activities taken in the prior quarter and to be taken in the succeeding quarter, which activities will
be reasonably acceptable to Arch.

3. nti i f

Section 4.1(B)(2) of the Plan provides that the Committee will continue to exist
after the Confirmation Date until the Effective Date with the same power and authonty, and the
same ability to retain and compensate professionals, as it had prior to the Confirmation Date, and
will be dissolved on the Effective Date.

4. inati f ination Rights an 1 nt of Related Claims an
Controversies.

Section 6.3(A) of the Plan provides that the classification and manner of satisfying
all Claims and Interests under the Plan takes into consideration all contractual, legal and equitable
subordination and turnover rights, whether arising under general principles of equitable
subordination, section 510(c) of the Code or otherwise, that a holder of a Claim or Interest or the
Debtors may have against other Claim holders with respect to any distribution made pursuant to
the Plan. On the Effective Date, all contractual, legal, equitable subordination and turnover nghts
that a holder of a Claim or Interest or the Debtors may have with respect to any distribution to be
made pursuant to the Plan will be discharged and terminated, and all actions related to the
enforcement of such subordination rights will be permanently enjoined. Accordingly, distributions
pursuant to the Plan to holders of Allowed Claims will not be subject to payment to a beneficiary
of such terminated subordination rights, or to levy, garnishment, attachment or other legal process
by a beneficiary of such terminated subordination rights.

Section 6.3(B) of the Plan provides that pursuant to Bankruptcy Rule 9019 and in
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consideration for the distributions and other benefits provided under the Plan, the provisions of
the Plan will constitute a good faith compromise and settlement of all claims or controversies
relating to the enforcement or termination of all contractual, legal and equitable subordination and
turnover rights that a holder of a Claim or Interest or the Debtors may have with respect to any
Allowed Claim or Interest, or any distribution to be made pursuant to the Plan on account of such
Claim. The entry of the Confirmation Order will constitute the Bankruptcy Court's approval of the
compromise or settlement of all such claims or controversies and the Bankruptcy Court's finding
that such compromise or settlement is in the best interests of the Debtors and the Reorganized
Debtors and their respective property and Claim and Interest holders, and is fair, equitable and
reasonable.

5. I ight ve.

Section 4.1(B)(5) of the Plan provides that Arch will select an agent independent
of Arch (as such term is defined in Regulation M promulgated under the Securities Exchange Act
of 1934), which independent agent will be reasonably acceptable to the Debtors and the
Committee, to sell Rights from the Rights Reserve in the over-the-counter market on a date or
dates no more than five business days in advance of the Rights Offering Expiration Date. All
proceeds derived from such sale will be distributed to Arch.

6. Release of Security Interests.

Section 4.11 of the Plan provides that within ten Business Days after the
Confirmation Date, the Pre-Petition Agent will deliver to Communications UCC-3 termination
statements and such other documents as are reasonably requested by Communications to evidence
the termination of the security interests granted to the Pre-Petition Agent to secure amounts
outstanding under the 1995 Credit Agreement, which statements and other documents will be held
by Communications in escrow and released for filing only upon receipt by the Pre-Petition Agent
of the distribution provided for in Section 4.3(A) of the Plan.

7 Retention and Enforcement of Causes of Action.

Section 7.2 of the Plan provides that pursuant to section 1123(b)(3)(B) of the
Code, but subject to Sections 7.3 and 7.4 of the Plan, the Reorganized Debtors, on behalf of
themselves and holders of Allowed Claims and Interests, will retain all Causes of Action that the
Debtors had or had power to assert immediately prior to the Effective Date, and may commence
Or continue in any appropriate court or tribunal any suit or other proceeding for the enforcement
of such Causes of Action. All Causes of Action will remain the property of the Reorganized
Debtors. Nothing contained in the Plan will constitute a waiver of the rights, if any, of the
Debtors or the Reorganized Debtors to a jury trial with respect to any Cause of Action or
objection to any Claim or Interest. -
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8. imitati 1abil

Section 7.3 of the Plan provides that none of the Debtors, the Reorganized
Debtors, Arch or any affiliate thereof, the Committee, the Pre-Petition Agent, the Pre-Petition
Lenders, the DIP Agent, the DIP Lenders, the Standby Purchasers, the indenture trustees for the
Notes, Arch's financing sources, nor any of their respective officers, directors, employees,
members, agents, underwriters or investment bankers, nor any other professional Persons
employed by any of them (collectively, the "Exculpated Persons"), will have or incur any liability
to any Person for any act taken or omission made in good faith in connection with or related to
formulating, negotiating, implementing, confirming or consummating the Plan, the Disclosure
Statement or any contract, instrument, release or other agreement or document created in
connection with the Plan. The Exculpated Persons will have no liability to any Debtor, holder of a
Claim, holder of an Interest, other party in interest in the Cases or any other Person for actions
taken or not taken under the Plan, in connection herewith or with respect hereto, or arising out of
their administration of the Plan or the property to be distributed under the Plan, in good faith,
including, without limitation, failure to obtain Confirmation of the Plan or to satisfy any condition
or conditions, or refusal to waive any condition or conditions, to the occurrence of the Effective
Date, and in all respects such Exculpated Persons will be entitled to rely upon the advice of
counsel with respect to their duties and responsibilities under the Plan.

9. Releases.

Section 7.4 of the Plan provides that on the Effective Date, the Reorganized
Debtors will release unconditionally, and are deemed to release unconditionally, (a) each of the
Debtors' (1) present officers and directors, (ii) former officers and directors (other than those
former officers and directors considered or determined as of the Effective Date by the FCC to be
alleged or actual wrongdoers for purposes of the Debtors' FCC Proceeding), (iii) the entities that
elected such directors to the extent they are or may be liable for the actions or inactions of such
directors and (iv) their respective professional advisers (collectively, the "Officer and Director
Releasees"), (b) each of (i) the Pre-Petition Lenders, the Pre-Petition Agent, the DIP Lenders and
the DIP Agent and (ii) their respective professional advisers (collectively, the "Lender
Releasees”), (c) (1) each member of the Committee, the Committee and their respective present or
former members, officers, directors, employees, affiliates, advisors, attorneys or agents
(collectively, the "Representatives"), (ii) the Standby Purchasers and their Representatives, and
(i11) their respective professional advisers (collectively, the "Creditor Releasees"), (d) Arch, any
affiliate of Arch, or Arch's financing sources, agents, underwriters and investment bankers and
their respective professional advisers (collectively, the "Arch Releasees") from any and all claims,
obligations, suits, judgments, damages, rights, causes of action and liabilities whatsoever
(including, without limitation, those arising under the Code), whether known or unknown,
foreseen or unforeseen, existing or hereafter arising, in law, equity or otherwise, based in whole
or in part on any act, omission, transaction, event cr other occurrence taking place before, on or
after the Petition Date up to the Effective Date, in any way relating to the Debtors (before, on or
after the Petition Date), the Cases or the Plan (collectively, the "Released Matters"); provided,

=:ODMA PCDOCS NEWYORK 84081 1 -97-




that the foregoing release will not apply to any action or omission that constitutes actual fraud or
criminal behavior; and provided, further, that such release will not be granted to any Officer or
Director Releasee who has a Disputed Claim as of the Effective Date._There are no pending

actions being released.

Section 7.4(E) of the Plan provides that on the Effective Date, Arch and its
subsidiaries will be deemed to have unconditionally released the Officer and Director Releasees,
the Lender Releasees and the Creditor Releasees from the Released Matters; provided, that the
foregoing release will not apply to any action or omission that constitutes actual fraud or criminal
behavior; and provided, further, that such release shall not be granted to any Officer or Director
Releasee who has a Disputed Claim as of the Effective Date.

Section 7.4(F) of the Plan provides that on the Effective Date, each holder of a

Claim that is entitled to vote on the Plan will be deemed to have unconditionally released the
Officer and Director Releasees, the Lender Releasees, the Creditor Releasees and the Arch
Releasees from the Released Matters; provided, that the foregoing release will not apply to any
action or omission that constitutes actual fraud or criminal behavior and will not constitute a
release of any recovery such holder would be entitled to as a plaintiff or putative plaintiff in the
Securities Actions or any action initiated after the date hereof based upon similar factual
allegations or alleging similar causes of action to the Securities Actions (which actions will be

llowed r xcept rohibit h de); and provided, further, that a holder
(other than Arch) may elect, by checking the appropriate box or boxes provided on the Ballot, not
to grant such release as to the Officer and Director Releasees, the Lender Releasees, the Creditor
Releasees or the Arch Releasees, or all of them.

Section 7.4(G) of the Plan provides that the Confirmation Order will contain a
permanent injunction to effectuate the releases granted in Sections 7.4(A), (B), (C), (D). (E) and
(F) of the Plan and that any release granted pursuant to Sections 7.4(A), (B), (C), (D), (E) and
(F) of the Plan will be ineffective and null and void automatically and immediately upon the
assertion by any released party of any claim in any manner or in any forum against any party that
granted the release, and that all Causes of Action that the Debtors had or had the power to assert
immediately prior to the Effective Date with respect to any such party will be preserved and
become the property of the Reorganized Debtors pursuant to Section 7.2 of the Plan.

10. ndemnification Obligations; Directors' and Officers' Liability Insurance.

Section 7.5(A) of the Plan provides that Director Indemnification Obligations and
Excluded Indemnification Obligations will be deemed to be, and will be treated as if they are,
executory contracts that are rejected pursuant to section 365 of the Code. Any Claims ansing out
of the rejection of the Indemnification Obligations pursuant to Section 7.5(A) of the Plan will be
subordinated in full under sections 510(b) and 510(c) of the Code.

Section 7.5(B) of the Plan provides that Benefit Plan Indemnification Obligations
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and Indemnification Obligations with respect to officers and employees who are officers and
employees of the Debtors as of the Effective Date (other than Excluded Indemnification
Obligations) will be deemed to be, and will be treated as though they are, executory contracts that
are assumed agreements under the Plan and such obligations (subject to any defenses thereto) will
remain unaffected and will not be discharged or impaired hereby, and any Claim for
reimbursement, contribution or indemnification filed by any such party will not be an Allowed
Claim hereunder; provided, that the foregoing assumption will not affect any release of any such
obligation given in writing to the Debtors before the Effective Date or to the Reorganized
Debtors on or after the Effective Date or any other releases under Section 7.4 of the Plan.

Section 7.5(C) of the Plan provides that on the Effective Date, the Reorganized
Debtors will purchase a "run-off" policy for the Debtors' current and former directors and officers
(other than those former officers and directors considered or determined as of the Effective Date
by the FCC to be alleged or actual wrongdoers for purposes of the Debtors' FCC Proceeding),
which policy will provide for aggregate coverage up to $40 million (or such lesser amount as can
be purchased for a premium of $750,000) for claims made during a period of at least three (3)
years following the Effective Date based on alleged "wrongful acts" through the Effective Date,
and will contain such other usual and customary terms and conditions as are approved by the
Board of Directors of MobileMedia.

Section 7.5(D) of the Plan provides that as of the Effective Date, Arch will make
available up to an aggregate amount of $1,000,000 (the "Defense Fund") to be used by present
and former officers and directors (other than those former officers and directors considered or
determined as of the Effective Date by the FCC to be alleged or actual wrongdoers for purposes
of the FCC Proceeding) of the Debtors solely for the costs and expenses (including reasonable
attorneys' fees and expenses) of defending the Securities Actions not otherwise covered by the
Debtors' insurance. The Defense Fund is being provided by Arch at its election and not in
exchange for any Claim or Interest by any officer or director. Provision of the Defense Fund
hereunder will not negate, constitute a waiver or modification of or otherwise impair the
discharge of the Debtors and the Reorganized Debtors under sections 524 and 1141 of the Code
and the Plan. As a condition to any officer or director obtaining amounts from the Defense Fund,
such officer or director will deliver to Arch, at Arch's request, a release, in form and substance
reasonably acceptable to Arch, confirming the unconditional release and discharge of the Arch
Releasees and the Reorganized Debtors from the Released Matters. Any officer or director will
be required to reimburse Arch for any amounts obtained from the Defense Fund that are
subsequently covered by insurance.

11. Terms Binding.

Section 7.6 of the Plan provides that upon the entry of the Confirmation Order, all
provisions of the Plan, including all agreements, instruments and other documents filed in
connection with the Plan and executed by the Debtors, Arch or the Reorganized Debtors in
connection with the Plan, will be binding upon the Debtors, Arch, the Reorganized Debtors, all
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Claim and Interest holders and all other entities that are affected in any manner by the Plan. All
agreements, instruments and other documents filed in connection with the Plan will have full force
and effect, and will bind all parties thereto as of the entry of the Confirmation Order, whether or
not such exhibits actually will be executed by parties other than the Debtors or the Reorganized
Debtors, or will be issued, delivered or recorded on the Effective Date or thereafter.

12. in n r Transacti Exemptions from Certain

Transfer Taxes.

Section 4.10 of the Plan provides that the Chief Executive Officer, President, Chief
Financial Officer or any Vice President of Reorganized Communications or the Debtors, or such
other persons as the Bankruptcy Court may designate at the request of the Debtors, will be
authorized to execute, deliver, file or record such contracts, instruments, releases, indentures and
other agreements or documents and take such actions as may be necessary or appropriate to
effectuate and implement the provisions of the Plan. The Secretary or any Assistant Secretary of
each Debtor or the Reorganized Debtors or such other persons as the Bankruptcy Court may
designate at the request of the Debtors will be authorized to certify or attest to any of the
foregoing actions.

Pursuant to section 1146(c) of the Code (a) the issuance, transfer or exchange of
Arch Capital Shares, (b) the creation of any mortgage deed or trust or other security interest and
(c) the making of any agreement or instrument in furtherance of, or in connection with, the Plan,
including any merger agreements, agreements of consolidation, restructuring, disposition,
liquidation or dissolution, deeds, bills of sale or assignments executed in connection with the
Merger Agreement, will not be subject to any stamp, real estate transfer tax or similar tax.

13. Additional Terms of Securities and Qther Instruments.

Any modification of the Merger Agreement, the Arch Participation Warrants,
Arch Common Shares and Arch Class B Common Shares, and all other securities or agreements
issued or entered into pursuant to the Plan after the Voting Deadline, will be treated as a Plan
modification and will be governed by section 1127 of the Code.

14. Severability.

If the Bankruptcy Court determines at the Confirmation Hearing that any material
provision of the Plan is invalid or unenforceable, such provision, to the extent the Debtors, Arch
and the Committee agree, but subject to section 1127 of the Code, will be severable from this
Plan and null and void, and, in such event, such determination will in no way limit or affect the
enforceability or operative effect of any or all other portions of the Plan.
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H. Ownership and Resale of Securities; Exemption From Securities Laws

Holders of Allowed Class 6 Claims will receive (a) Arch Common Shares (the
"Arch Plan Shares") and (b) assuming such Class 6 Claims are allowed as of the Rights Offering
Supplemental Record Date, Rights. Each Right will entitle the holder thereof to purchase one
Hm—Each—Umﬁscompmed—oﬁonc Arch Common Share (as described above, certain large

holders may receive Arch Class B Common Shares in lieu of Arch Common Shares in the event

certain ownership thresholds are exceeded) and1f-no-Rights-Offermg-Adjustment-hasoccurred 2
fractiomof-amArch-Warrant.'” In addition, as consideration for entering into Standby Purchase
Commitments, the Standby Purchasers will receive;ifno-Rights-OffermgAdjustment-has
occurred;Arcir-Warrants;or -2 Rights-Offermg-Adjustment-has-oceurred; Arch Participation
Warrants;imerther-case-which that will enable them to purchase, in the aggregate, 2:5%-ofthe
tssued-and-outstanding-Arch-Capitai-Sharescomputed-onaFully Biluted-Bastsonthedate-the

up Market-Pricetisd edHi ; S hr-Schedute-H-tott

68 milli ital Shares.

The Debtors believe that the provisions of section 1145(a)(1) of the Code exempt
the offer and distribution of the Arch Common Shares that constitute the Creditor Stock Pool
from federal and state securities registration requirements. Arch has filed (or intends to file)
registration statements with the SEC with respect to (a) the Rights, (b) the Arch Common Shares,
and the Arch Class B Common Shares and-the-Arch-Warrants-Gf-appheable) issuable upon
exercise of the Rights or otherwise to the Standby Purchasers, (c) the Arch Stockholder Rights,
(d) the Arch Common Shares issuable upon exercise of the Arch Stockholder Rights, (e) the Arch
Participation Warrants;-iftssued and (f) the Arch Common Shares issuable upon exercise of the
Arch Warrants-orArch Participation Warrantstas-apphcabie).

1. k cy ion From i 1 irements.

(a) Initial Offer and Sale of Securities. Section 1145(a)(1) of the
Code exempts the offer and sale of securities under a plan of reorganization from registration
under the Securities Act and state laws if three principal requirements are satisfied: (i) the
securities must be offered and sold under a plan of reorganization and must be securities of the
debtor, of an affiliate participating in a joint plan with the debtor or of a successor to the debtor
under the plan; (i1) the recipient of the securities must hold a pre-petition or administrative claim
against, or an interest in, the debtor; and (iii) the securities must be issued entirely in exchange for
the recipient’s claim against or interest in the debtor, or principally in such exchange and partly for
cash or property. The Debtors believe that the offer of the Arch Common Shares that constitute
the Creditor Stock Pool satisfies the requirements of section 1145(a)(1) of the Code and is,
therefore, exempt from registration under the Securities Act and state securities laws.

% As described above, if fewer than all of the holders of Allowed Class 6 Claims exercise the
Rights, certain Standby Purchasers have committed to purchase the common stock not otherwise
purchased in connection with the Rights.
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(b)  Subsequent Transfers of Securities. In general, all resales and
subsequent transactions in the Arch Common Shares that constitute the Creditor Stock Pool will
be exempt from registration under the Securities Act pursuant to section 4(1) of the Securities
Act, unless the holder thereof is deemed to be an "underwriter" with respect to such securities, an
"affiliate” of the issuer of such securities or a "dealer”. Section 1145(b) of the Code defines four
types of "underwriters":

() persons who purchase a claim against, an interest in or a claim for
administrative expense against the debtor with a view to
distributing any security received in exchange for such a claim or
interest ("accumulators”);

(i)  persons who offer to sell securities offered under a plan for the
holders of such securities ("distributors");

(in)  persons who offer to buy securities offered under a plan from the
holders of such securities, if the offer to buy is (x) with a view to
distributing such securities and (y) made under a distribution
agreement; or

(iv)  aperson who is an "issuer" with respect to the securities, as the
term "issuer” is defined in section 2(11) of the Securities Act.

Under section 2(11) of the Securities Act, an "issuer” includes any "affiliate” of the issuer, which
means any person directly or indirectly through one or more intermedianes controlling, controlled
by or under common control with the issuer. Under section 2(12) of the Securities Act, a "dealer”
is any person who engages either for all or part of his or her time, directly or indirectly, as agent,
broker or principal, in the business of offering, buying, selling or otherwise dealing or trading in
securities issued by another person. Whether any particular person would be deemed to be an
"underwriter" or an "affiliate” with respect to the Arch Common Shares that constitute the
Creditor Stock Pool or to be a "dealer" would depend upon various facts and circumstances
applicable to that person. Accordingly, the Debtors express no view as to whether any person
would be an "underwriter" or an "affiliate” with respect to the Arch Common Shares that
constitute the Creditor Stock Pool or would be a "dealer".

The SEC has taken the position that resales by accumulators and distributors of
securities distributed under a plan of reorganization who are not affiliates of the issuer of such
securities are exempt from registration under the Securities Act if effected in "ordinary trading
transactions”. The staff of the SEC has indicated in this context that a transaction by such non-
affiliates may be considered an "ordinary trading transaction" if it is made on an exchange or in
the over-the-counter market and does not involve any of the following factors:

) (x) concerted action by the recipients of securities issued under a
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plan in connection with the sale of such securities or (y) concerted
action by distributors on behalf of one or more such recipients in
connection with such sales;

(ii)  the use of informational documents concerning the offering of the
securities prepared or used to assist in the resale of such securities,
other than a bankruptcy court-approved disclosure statement and
supplements thereto, and documents filed with the SEC pursuant to
the Exchange Act; or

(i)  the payment of special compensation to brokers and dealers in
connection with the sale of such securities designed as a special
incentive to the resale of such securities (other than the
compensation that would be paid pursuant to arm's-length
negotiations between a seller and a broker or dealer, each acting
unilaterally, not greater than the compensation that would be paid
for a routine similar-sized sale of similar securities of a similar
1ssuer).

The views of the SEC on the matter have not, however, been sought by the Debtors and,
therefore, no assurance can be given regarding the proper application of the "ordinary trading
transaction” exemption described above. Any person intending to rely on such exemption is
urged to consult his or her own counsel as to the applicability thereof to his or her circumstances.

Securities Act Rule 144 provides an exemption from registration under the
Securities Act for certain limited public resales of unrestricted securities by "affiliates" of the
issuer of such securities. Rule 144 allows a holder of unrestricted securities that 1s an affiliate of
the issuer of such securities to sell, without registration, within any three-month period a number
of shares of such unrestricted securities that does not exceed the greater of one percent (1%) of
the number of outstanding securities in question or the average weekly trading volume in the
securities in question during the four calendar weeks preceding the date on which notice of such
sale was filed pursuant to Rule 144, subject to the satisfaction of certain other requirements of
Rule 144 regarding the manner of sale, notice requirements and the availability of current public
information regarding the issuer. The Debtors believe that, pursuant to section 1145(c) of the
Code, the unregistered securities being distributed under and in connection with the Plan will be
unrestricted securities for purposes of Rule 144.

GIVEN THE COMPLEX NATURE OF THE QUESTION OF WHETHER A
PARTICULAR PERSON MAY BE AN UNDERWRITER, THE DEBTORS MAKE NO
REPRESENTATIONS CONCERNING THE RIGHT OF ANY PERSON TO TRADE IN THE
ARCH PLAN SHARES. THE DEBTORS RECOMMEND THAT HOLDERS OF CLAIMS
CONSULT THEIR OWN COUNSEL CONCERNING WHETHER THEY MAY FREELY
TRADE SUCH SECURITIES.
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State securities laws generally provide registration exemptions for subsequent
transfers by a bona fide owner for his or her own account and subsequent transfers to institutional
or accredited investors. Such exemptions are generally expected to be available for subsequent
transfers of the Arch Common Shares that constitute the Creditor Stock Pool.

(c)  Certain Transactions by Stockbrokers. Under section 1145(a)(4)
of the Code, stockbrokers effecting transactions in the Arch Common Shares that constitute the
Creditor Stock Pool prior to the expiration of 40 days after the Effective Date are required to
deliver to the purchaser of such securities a copy of this Disclosure Statement (and supplements
hereto, if any, if ordered by the Bankruptcy Court) at or before the time of delivery of such
securities to such purchaser.

2. istration Rights.

Attached as Exhibit C to the Merger Agreement is the Registration Rights
Agreement that Arch will execute with the Standby Purchasers. Section 4.9 of the Plan provides
that each Person (other than the Standby Purchasers) that, as a result of the transactions
contemplated by the Plan, becomes the beneficial owner (within the meaning of Section 13(d)(3)
of the Securities Exchange Act of 1934) of at least 10% of the outstanding Arch Capital Shares,
will be entitled to become a party to a separate Registration Rights Agreement, substantially in the
form attached to the Plan as Exhibit A %

THE DEBTORS DO NOT PRESENTLY INTEND TO SUBMIT ANY NO-
ACTION OR INTERPRETATIVE REQUESTS TO THE SEC WITH RESPECT TO ANY
SECURITIES LAWS MATTERS.

L Certain Terms of Reorganization Securities Issued Under Plan

The following is a summary only, and is subject in all respects to the terms of the
Plan and the documents executed in accordance with the Merger Agreement, which documents
include the Buyer Participation Warrant Agreement, the Registration Rights Agreement,
Schedule 111 attached to the Merger Agreement entitled "Term Sheet for Rights Offering” and
Schedule IV attached to the Merger Agreement entitled "Term Sheet for Stockholder Rights
Offering". The Plan, the Merger Agreement and the actual filed documents may differ in certain
respects from the following. The discussion contained in this Section and elsewhere in this
Disclosure Statement 1s intended only to be a description of the terms of the Arch Common
Shares, Arch Class B Common Shares, Rights, Arch Stockholder Rights;Arch-Warrants and Arch
Participation Warrants to be issued under or in connection with the Plan, and the general manner
in which such securnities will be issued, and is not an offer to sell or the solicitation of an offer to
buy any such securities (other than the Arch Common Shares that constitute the Creditor Stock

% As addressed in Section IV.D 2, Arch also will enter into a Registration Rights Agreement with
the Standby Purchasers.
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Pool), and no such offer to sell or solicitation of an offer to buy any such securities will be
deemed to be made by this Disclosure Statement or the Plan.

1. neral Provisi f n Sh.

Section 4.5(c) of the Plan provides that on and as of the Effective Date, Arch will
issue the Arch Common Shares, par value $.01 per share, to be distributed to the holders of
Allowed Class 6 Claims, to all persons that exercised Rights and, if applicable, to the Standby
Purchasers. Holders of Arch Common Shares are entitled to one vote per share, to receive
dividends when and if declared by the Arch Board and, subject to any participating or similar
rights of any series of Arch Preferred Stock at the time outstanding, to share ratably in the assets
of Arch legally available for distribution to its stockholders in the event of liquidation. Holders of
Arch Common Shares will have no preemptive, subscription, redemption or conversion rights.

All Arch Common Shares issued in connection with the Merger will be fully paid and
nonassessable. The holders of Arch Common Shares do not have cumulative rights.

2. neral Provisions of h Class B mon

Section 4.5 of the Plan provides on and as of the Effective Date, to the extent
necessary under Section 4.1(A)(2) of the Plan and in lieu of Arch Common Shares, Arch Class B
Common Shares, par value $.01 per share, will be distributed to certain holders of Allowed Class
6 Claims, Persons that exercised Rights and the Standby Purchasers. The Arch Class B Common
Shares are not entitled to vote in the election of directors and have voting rights equal to 1% of
the voting rights of Arch Common Shares on all other matters. Upon transfer of the Arch Class B
Common Shares from the Standby Purchasers to any other person, the shares will convert
automatically into Arch Common Shares. The terms of the Class B Common Shares are specified
in the Arch Charter Amendment attached as Exhibit F to the Merger Agreement.

3. neral Provisions of ights.

As soon as practicable after the later to occur of approval by the Bankruptcy Court
of the Disclosure Statement and the effectiveness of the Registration Statement relating to the
Rughts (the "Rights Offering Commencement Date"), Arch will commence the Rights Offering by
mailing to holders of Allowed Class 6 Claims as of the Rights Offering Initial Record Date
certificates representing the Rights and instructions for the exercise thereof.

The Rights will be certificated, transferable rights issued by Arch for the purchase

oﬁﬂmragﬁegmmmbcrﬁmkeqmdfmhmmxmmb-ﬁ%ﬂ%ﬂ%oﬁhc
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glgh;g §hgrg§"! )2 Tk The Rxghts will be issued to certain holders of Allowed Class 6 Clalms
pursuant to the Rights Offering, and will have the terms set forth in Schedule 111 to the Merger
Agreement. EachRight-will-beexercrsable-forone-tmt- Each Right will entitle the holder thereof
to purchase from Arch one Arch Common Share and-if-no-Rights Offering-Adjustment-has
occurredzfractiomof amArch-Warrant-(such-fractionmrto-be-determined-imaccordance-with
Schedute Htothe MergerAgreement), subject to the terms and conditions of such Right, for a
purchase price equal to $2.00 the-Rights-ExercrsePrice:

Because not all Class 6 Claims will be Allowed Claims as of the Rights Offering
Initial Record Date, Arch will place into a reserve a number of Rights equal to the product of the

total number of Rights multiplied by a fraction, (i) the numerator of which is the sum of the

21 The Rights Shares will constitute between 55.1%-73.1% of the Arch Capital Shares
outstanding on the Effective Date. The actual percentage will be determined by the number of
Arch Stockholder Rights that are exercised.
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estimated aggregate amount of (x) Disputed Class 6 Claims and (y) Claims arising from the
rejection of executory contracts and unexpired leases pursuant to Section 3.1 of the Plan that are
anticipated to become Allowed Claims, such estimate to be mutually agreed upon by the Debtors,
the Committee and Arch, in good faith, or determined by the Bankruptcy Court if no such
agreement can be reached, and (ii) the denominator of which is the sum of (x) Disputed Class 6
Claims, (y) Claims arising from the rejection of executory contracts and unexpired leases pursuant
to Section 3.1 that are anticipated to become Allowed Claims, such estimate to be mutually
agreed upon by the Debtors, the Committee and Arch, in good faith, or determined by the
Bankruptcy Court if no such agreement can be reached, and (z) all Allowed Class 6 Claims as of
such date.

On the Confirmation Date, Arch will distribute Rights to holders of Allowed
Class 6 Claims that become allowed between the Rights Offering Initial Record Date and the
Confirmation Date. Any Class 6 Claim that becomes an Allowed Class 6 Claim subsequent to the
Confirmation Date will receive, in lieu of Rights, the cash value of the Rights that such Person
would have been entitled to receive had such Claim been Allowed on the Confirmation Date,
which value will be determined pursuant to Section 4.1(A)(3) of the Plan.

The Rights will expire on the "Rights Offering Expiration Date", which date-wittbe

on the later to occur of (-a-)-ﬁmﬁgmreﬂ"cnng*djusmeanctcnmaﬂmr—Bmm: 7
Confirmation Date and receipt of the FCC Grant (as defined in Schedute-H-to the Merger
Agreement) and-(b), but which date shall be not less than 15 calendar days after the date on

which all the conditions to effectiveness of the Plan witt shall have been satisfied or waived (other

than (i) the requirement that the orderentered-by-the FEEC-FCC Grant has become a Final Order
in connection with the condition set forth in Section 5. l(e) of the Merger Agreement md-(n)-@

th uirement t h nfirmation QOrder i rder i n with
the condition set forth in Section S.1(h) of the Merger Agrggmgn;! and (iii) such conditions

that by their nature are to be satisfied on the Effective Date).

The Rights can be exercised at any time until Rights Offering Expiration

Datgg The g;ggf!rmg;ign Date will not occur until at Jeast Fggrggg 1999 gng ggggnblx later.
? ] a D ice p ; p P ori P XD
t ring th nden he Righ ﬂ‘n lhrhlhrrlwrhn
he Righ xerci ri y T AN EN RAN THAT
RIGHT R WI W T F THE
ARCH M N SHA T ANY DURINGT T FERING.
4 General Provisions of the Arch Stockholder Rights.

As soon as practicable after the later to occur of approval by the Bankruptcy Court
of this Disclosure Statement and the effectiveness of the Proxy Statement relating to the Arch

=ODMA PCDOCS NEWYORK 84081 1 -107-




Stockholder Rights, Arch will commence the Arch Stockholder Rights Offering by mailing to
holders of Arch Common Shares as of a date to be determined by the Board of Directors of Arch
(the "Arch Stockholder Record Date") certificates representing the Arch Stockholder Rights and
instructions for the exercise thereof. The Arch Stockholder Rights will have the terms set forth in
Schedule I'V to the Merger Agreement.

The Arch Stockholder Rights Wh‘wﬂﬁmmcmbk-oniyﬁthc-&m
MarketPricetsbetow-$6-25—==will enable Arch's existing shareholders to acquire Arch Common

Shares that, together with the shares currently held thereby, would constitute 32-+75% up to
35.8% of the Arch Capital Shares outstanding following the Effective Date omaFulty Bituted
Basts.Z2 The Arch Stockholder Rights will be non-transferable except that, at Arch's election,
they will transfer with the underlying Arch Common Shares in respect of which they were issued.

The exercise price for the Arch Stockholder Rights will be $2.00 - the same as the

exercise price of the Rights;and-witt-be-set-based-on-thepricing-mechantsmrset-forth-inrSchedute
Hto-the Merger-Agreementdescribed-mrSectron¥-13. The Arch Stockholder Rights Offering
will expire on the same day as the expiration of the Rights Offering-which-wittbeadate

approximately-35-daysafterthe-ConfirmationBate. The actual trading price of the Arch

Common Shares on the expiration of the Arch Stockholder Rights Offering and during the
pendency of the Arch Stockholder Rights Offering may be either higher or lower than the exercise
price of the Arch Stockholder Rights.

2 The Arch Stockholder Rights will enable Arch's existing shareholders to purchase 44.89 million
Arch Common Shares.
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65 General Provisions of the Arch Participation Warrants.

Hea-Richts-Oferimetd: ] 4 - StockholderRightsd ;
to-holders-of Arch-Common-Shares-asof theArch-Stockholder Record-Date-witt-become
exercisabte—Eachreciprent-of-an For each Arch Stockholder Right whodoesnot-exercisesuch
Raght not exercised by the recipient thereof, such recipient will automatically be issued an

Arch Participation Warrant. In addition, if-a-Rights-OfferimgAdustment-has-occurred; Arch will
issue Arch Participation Warrants ¢mrirea-of Arch-Warrants) directly to the Standby Purchasers in

consideration of their agreement to execute the Standby Purchase Commitments. The exercise
pnce for each Arch Pamc1patlon Warrant wnulﬂ-brdetcmmcdm—accordamrvmh—&zheduidho ‘
2.00 20% r hereon from

ive D f h P n_through mber 200 (the "Arch Participation Warrant
Exercise Price"), and would will be payable solely in cash and not by tender of stock. The Arch
Participation Warrants would will be exercisable at any time, upon 10 days' prior written notice to
the Warrant Agent and tender of the Arch Participation Warrant Exercise Price, from date of
issuance through 5:00 p.m. New York City time, on September 1, 2001. The Arch Participation
Warrant Exercise Price and the number and kind of shares purchasable upon exercise of the Arch
Participation Warrants would will be subject to adjustment upon the occurrence of certain events
including payment of dividends, subdivisions of shares, combination of outstanding shares into a
smaller number of shares, reclassification of outstanding Arch Common Shares, distribution of
capital stock of a subsidiary, and issuance of rights, options, or warrants to Arch stockholders at
a below market price. Fractional shares woutd will not be issued upon the exercise of the Arch
Participation Warrants. Rather, the number of Arch Common Shares to be received would will
be rounded up or down to the nearest whole number of shares. The terms of the Arch
Participation Warrants are set forth in Exhibit B-1 to the Merger Agreement.

J. Claims Reconciliation and Objection Process

1. Bar Date for Administrative Claims.

Section 4.4(A)(1) of the Plan provides that all applications for compensation of
professional persons employed by the Debtors or the Committee pursuant to orders entered by the
Bankruptcy Court and on account of services rendered prior to the Confirmation Date and all
other requests for payment of administrative costs and expenses incurred prior to the
Confirmation Date pursuant to sections 507(a)(1) or 503(b) of the Code (except for claims for
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taxes, trade debt and customer deposits and credits incurred in the ordinary course of business
after the Petition Date) will be served on the Reorganized Debtors, the DIP Agent, the Pre-
Petition Agent, the Committee and Arch, and filed with the Bankruptcy Court, no later than 15
days after the Confirmation Date. Any such claim that is not filed and served within this time will
be forever barred. Objections to any such application must be filed within 15 days after receipt
thereof, provided, that Arch will have no right to object to any such application for professional
fees. From and after the hearing on such applications, the Debtors (or the Reorganized Debtors if
the hearing is after the Effective Date) will be authorized to pay all of its and the Committee's
professionals in full based on monthly statements delivered to the Debtors subject to the final
hearing described in Section 4.4(A)(2) of the Plan.

Section 4.4(A)(2) of the Plan provides that all applications for final compensation
of professional persons employed by the Debtors or the Committee pursuant to orders entered by
the Bankruptcy Court and on account of services rendered on or after the Confirmation Date and
prior to the Effective Date and all other requests for payment of administrative costs and expenses
incurred on or after the Confirmation Date and prior to the Effective Date pursuant to
sections 507(a)(1) or 503(b) of the Code (except for claims for taxes, trade debt and customer
deposits and credits incurred in the ordinary course of business after the Petition Date) will be
served on the Reorganized Debtors, the DIP Agent, the Pre-Petition Agent, the Committee and
Arch, and filed with the Bankruptcy Court, no later than 15 days after the Effective Date. Any
such claim that is not served and filed within this time will be forever barred. Objections to any
such application must be filed within 15 days after receipt thereof, provided, that Arch will have
no right to object to any such application for professional fees.

2. jection laims.

Section 4.4(B)(1) of the Plan provides that objections to any Administrative Claim

(other than Administrative Claims governed by Section 4.4(A) of the Plan) and to any other Claim
(other than Class 6 Claims addressed in the next sentence of Section 4.4(B)(1)) must be filed no
later than the Effective Date. Objections must be filed no later than the Rights Offering
Commencement Date, as to any Class 6 Claim other than (i) Class 6 Claims relating to the
rejection of executory contracts or unexpired leases pursuant to the Plan, as to which objections
must be filed as set forth in Section 3.1 of the Plan and (ii) Class 6 Claim to which a

roof of claim is filed after the Rights Offerin mmencement Date which

bjections m e filed by the Effective Date. Objections shall be served on the holder of any
Claim being objected to and counsel for each of Arch, the Pre-Petition Agent, the DIP Agent and
the Committee. No distribution will be made on account of any Claim that is not Allowed. To
the extent any property is distributed to an entity on account of a Claim that is not an Allowed
Claim, such property will be held in trust for and will promptly be returned to the Reorganized
Debtors.

Section 4.4(B)(2) of the Plan provides that on and after the Effective Date, only
the Estate Representative will have authority to continue to prosecute, settle or withdraw
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objections to Claims. After the Effective Date, the Estate Representative will be entitled to
compromise or settle any Disputed Claim without seeking approval of the Bankruptcy Court.
The Estate Representative will be paid subject to the budget described in Section 4.2(C)(5) of the
Plan, but without seeking approval of the Bankruptcy Court.

Section 4.4(B)(3) of the Plan provides that to the extent that a Disputed Claim
ultimately becomes an Allowed Claim, payments and distributions on account of such Allowed
Claim will be made in accordance with the provisions of the Plan governing the Class of Claims to
which such Claim belongs. As soon as practicable after the date that the order or judgment of the
Bankruptcy Court allowing such Claim becomes a Final Order, any property that would have been
distributed prior to the date on which a Disputed Claim becomes an Allowed Claim will be
distributed, together with any dividends, payments or other distributions made on account of such
property from the date such distributions would have been due had such Claim then been an
Allowed Claim to the date such distributions are made (without any interest thereon).

K. Retention of Jurisdiction

Section 7.1 of the Plan provides that following the Effective Date, the Bankruptcy
Court will retain such jurisdiction as is set forth in the Plan. Without in any manner limiting the
scope of the foregoing, the Bankruptcy Court will retain jurisdiction for the following purposes:

1. To determine the allowability, classification, priority or subordination of
Claims and Interests upon objection, or to estimate, pursuant to section 502(c) of the
Code, the amount of any Claim that is or is anticipated to be contingent or unliquidated as
of the Effective Date, or to hear proceedings to subordinate Claims or Interests brought
by any party in interest with standing to bring such objection or proceeding,

2. To construe and to take any action authorized by the Code and requested
by the Reorganized Debtors or any other party in interest to enforce the Plan and the
documents and agreements filed in connection with the Plan, issue such orders as may be
necessary for the implementation, execution and consummation of the Plan, including,
without limiting the generality of the foregoing, orders to expedite regulatory decisions for
the implementation of the Plan and to ensure conformity with the terms and conditions of
the Plan, such documents and agreements and other orders of the Bankruptcy Court,
notwithstanding any otherwise applicable non-bankruptcy law;

3. To determine any and all applications for allowance of compensation and
expense reimbursement of professionals retained by the Debtors, the Reorganized Debtors
or the Committee, and for members of the Committee, for periods on or before the
Effective Date, and to determine any other request for payment of administrative
expenses,

4. To determine all matters that may be pending before the Bankruptcy Court
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on or before the Effective Date;

5. To resolve any dispute regarding the implementation or interpretation of
the Plan, the Merger Agreement or any related agreement or document that arises at any
time before the Cases are closed, including determination, to the extent a dispute arises, of
the entities entitled to a distribution within any particular Class of Claims and of the scope
and nature of the Reorganized Debtors' obligations to cure defaults under assumed
contracts, leases, franchises and permits;

6. To determine any and all applications pending on the Confirmation Date
for the rejection, assumption or assignment of executory contracts or unexpired leases
entered into prior to the Petition Date, and the allowance of any Claim resulting
therefrom,;

7. To determine all applications, adversary proceedings, contested matters
and other litigated matters that were brought or that could have been brought on or before
the Effective Date;

8. To determine matters concerning local, state and federal taxes in
accordance with sections 346, 505 and 1146 of the Code, and to determine any tax claims
that may arise against the Debtors or Reorganized Debtors as a result of the transactions
contemplated by the Plan,

9. To resolve any dispute arising out of actions taken by the Estate
Representative;

10.  To modify the Plan pursuant to section 1127 of the Code, or to remedy any
apparent nonmaterial defect or omission in the Plan, or to reconcile any nonmaterial
inconsistency in the Plan so as to carry out its intent and purposes; and

11.  For such other purposes as may be provided for in the Confirmation Order.

Prior to the Effective Date, the Bankruptcy Court will retain jurisdiction with

respect to each of the foregoing items and all other matters that were subject to its jurisdiction
prior to the Confirmation Date.
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VI. CERTAIN FEDERAL INCOME TAX CONSEQUENCES
A General Tax Considerations

The following discussion summarizes the material federal income tax consequences
of the implementation of the Plan to the Debtors, Arch and the United States holders of Claims
and Interests. This summary does not discuss all aspects of federal income taxation that may be
relevant to a particular holder of a Claim or Interest subject to special treatment under the federal
income tax laws (such as foreign taxpayers, broker-dealers, banks, thrifts, insurance companies,
financial institutions, regulated investment companies, real estate investment trusts and pension
plans and other tax-exempt investors), and does not discuss any aspects of state, local or foreign
tax laws. In addition, the summary does not address the tax consequences to existing Arch
shareholders of the implementation of the Plan or the consummation of the Merger Agreement.

This discussion is based on the Internal Revenue Code of 1986, as amended (the
"Tax Code"), Treasury regulations promulgated and proposed thereunder, judicial decisions and
published administrative rules and pronouncements of the Internal Revenue Service ("IRS") in
effect on the date hereof, all of which are subject to change (possibly with retroactive effect). The
Debtors have not received an opinion of counsel as to the federal income tax consequences of the
Plan and do not intend to seek a ruling from the IRS as to any aspect of the Plan.

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN FEDERAL
INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURPOSES ONLY AND IS
NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVICE BASED UPON
THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO A HOLDER OF A CLAIM OR
INTEREST. EACH HOLDER OF A CLAIM OR AN INTEREST IS STRONGLY URGED TO
CONSULT WITH ITS OWN TAX ADVISOR REGARDING THE FEDERAL, STATE,
LOCAL OR OTHER TAX CONSEQUENCES OF THE PLAN.

B. Tax Consequences to the Debtors

The Debtors expect to report for federal income tax purposes a consolidated net
operating loss ("NOL") carryforward of approximately $400 million as of December 31, 1997. It
1s anticipated that a portion of this NOL will be utilized to offset consolidated net taxable income
for the year ending December 31, 1998, including income from the sale pursuant to the Tower
Transaction. Additional losses may be incurred prior to the Effective Date. The amount of such
NOL carryforwards and other losses, and the extent to which they are or will be available to offset
income of the Debtors for past and future years, has not been reviewed or approved by the IRS.
In addition, the Debtors believe that at December 31, 1997 the tax basis of the Debtors' assets
exceeded the value of such assets. As discussed below, certain tax attributes of the Debtors, such
as NOLs and tax basis, will be subject to reduction and limitation as the result of the
implementation of the Plan.
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1. ncellation of t.

Under the Tax Code, a taxpayer generally must include in gross income the
amount of any indebtedness discharged during the taxable year for less than full consideration
except to the extent that payment of the canceled debt would have given rise to a tax deduction
(as, for example, accrued interest not previously deducted). However, income arising from so-
called "cancellation of indebtedness" ("COD") that occurs in a case under title 11 of the Code is
excluded from gross income, but the taxpayer’s tax attributes must be reduced by the amount of
the income so excluded. Attributes generally must be reduced in the following order: NOLs,
business tax credits, capital loss carryovers, the taxpayer’s basis in property and foreign tax
credits. COD is the amount by which the indebtedness discharged exceeds any consideration
given in exchange therefor. For purposes of determining the amount of a taxpayer's COD,
consideration is equal to the sum of the amount of cash, fair market value of stock, issue price of
debt, and fair market value of any other property exchanged for the discharged indebtedness. As
a result of the COD income that arises from the discharge of Claims pursuant to the Plan, the
Debtors will suffer attribute reduction that will substantially reduce or eliminate NOL
carryforwards that otherwise might have been available to the Debtors and may also reduce tax
basis in the Debtors’ assets.

2. Limitations on NOL rwards and QOther Tax Attributes.

Following the implementation of the Plan, any carryforwards of consolidated
NOLs remaining following attribute reduction, as described above, as well as certain other tax
attributes of the Debtors allocable to periods prior to the Effective Date, will be subject to
limitations imposed by section 382 of the Tax Code and Treasury regulations addressing
consolidated returns.

Under section 382 of the Tax Code, if a corporation undergoes an "ownership
change", the amount of the pre-change losses that may be utilized to offset future taxable income
generally will be subject to an annual limitation. Similarly, such limitation generally will apply to
losses or deductions that are "built-in" (i.e., economically accrued but not yet taken into account
for tax purposes) as of the Effective Date that are recognized within the five-year period
beginning on the Effective Date. The consummation of the Plan will result in an ownership
change of the Debtors. In addition, pursuant to Treasury regulations, the consolidated NOL
carryovers of the Debtors remaining after the Effective Date and certain "built-in" losses or
deductions, in both cases as limited by section 382, may be utilized only to offset future taxable
income of the Debtor corporations and successors thereto; i.e., they may not be usable against the
income of other corporations with which the Debtor corporations or their successors file a
consolidated return following the Merger.

It 1s anticipated that the amount of the annual limitation generaﬂy would be equal

to the product of (i) the lesser of the value of the outstanding stock of Merger Subsidiary (as
successor to Communications) immediately after the ownership change or the value of the
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Debtors’ consolidated gross assets immediately before such change (with certain adjustments) and
(i1) the "long-term tax exempt rate" in effect for the month in which the ownership change occurs
(5.15% for ownership changes occurring in August 1998). However, the annual limitation
generally would be zero if, during the two-year period beginning on the date the ownership
change occurs, the Debtors' successors do not either (i) continue the Debtors' historic business or
(ii) use a significant portion of the Debtors' historic business assets in a business.

As stated above, section 382 of the Tax Code also operates to limit built-in losses
recognized subsequent to the date of the ownership change. If a loss corporation has a net
unrealized built-in loss at the time of an ownership change (taking into account assets immediately
before the ownership change other than cash, cash items and marketable securities with values
that do not substantially differ from their adjusted bases and taking into account all items of "built-
in" income and deductions), then any built-in losses recognized during the following five years (up
to the amount of the original net built-in loss) generally will be treated as a pre-change loss and
similarly will be subject to the annual limitation. For this purpose, buiit-in losses recognized
during the five-year period generally include depreciation and amortization deductions allowable
for any period within the five-year penod except to the extent such deductions are not attributable
to built-in loss existing with respect to an asset as of the Effective Date. In general, a loss
corporation™s corporation's net unrealized built-in-loss will be deemed to be zero unless it is
greater than the lesser of (1) $10 million or (ii) 15% of the fair market value of its assets (with
certain adjustments) before the ownership change. The Debtors believe that the tax basis and fair
market value of the Debtors> Debtors' assets (other than the stock of Debtors) as of the date of
the ownership change will be such that they will have a net unrealized built-in loss for purposes of
section 382 on the ownership change date.

In addition to the regular federal income tax consequences described above to a
corporation that undergoes an "ownership change" within the meaning of section 382 of the Tax
Code, for certain alternative minimum tax ("AMT") purposes, a corporation that has a net
unrealized built-in-loss (as determined for AMT purposes) on the date of the ownership change,
will be required to reduce its aggregate tax basis for its assets to the aggregate fair market value
of such assets as of the change date.

3. Merger icati i 1 rger idi

It is intended that the Merger of Communications with and into Merger Subsidiary
be treated as a "reorganization” qualifying under section 368(a)(2)(D) of the Tax Code and
accordingly, that the Debtors recognize no gain or loss with respect to the Merger. But see
Section VI.B.1 above, regarding the reduction of the Debtors' tax attributes as a result of the
cancellation of the Debtors' indebtedness.

::0DMA PCDOCS NEWYORK 84081 -115-




4. ributi 1 i ia' : ib

Under the Plan, once all Claims and Interests have been discharged pursuant to
Section 6.1 thereof, MobileMedia will contribute all of its assets to Communications and
thereafter immediately dissolve, and the separate corporate existence of MobileMedia will cease.
No consideration will be paid to holders of Common Stock of MobileMedia, and the Common
Stock will be canceled upon the dissolution. The affiliated group of Debtors that join in filing
consolidated federal income tax returns will be unaffected by MobileMedia's contribution of its
assets and subsequent dissolution.

5. I wi i war idiary.

It is intended that reincorporation of MCCA as a Delaware corporation pursuant
to the merger of MCCA with and into Delaware Subsidiary Co. be treated as a "reorganization”
qualifying under section 368(a)(1)(F) of the Tax Code and accordingly that the Debtors recognize
no gain or loss with respect to such merger.

6. ergers of idian f ributions bv Merger idiary t
1 nd ribution i e rsuant ion 4.
of the Plan.

Pursuant to Section 4.2(B) of the Plan, a series of transactions will be effected that
will result in all of the operations of the Debtors being conducted by a single operating
company -- Delaware Subsidiary Co., a Delaware corporation. It is intended that none of these
transactions will result in income, gain or loss to any party to such transaction.

C. Federal Income Tax Consequences to Arch

As stated above, it is intended that the Merger of Communications into Merger
Subsidiary constitute a "reorganization”, and that as a result, no gain or loss will be recognized by
the corporate parties including Arch and Merger Subsidiary. Merger Subsidiary's tax basis for the
assets of Communications received in the Merger will be the same as the basis for such assets in
the hands of Communications immediately before the Merger (which would reflect any decrease
in such basis resulting from the cancellation of the Debtors' indebtedness), and Merger
Subsidiary's holding period for such assets will include the period such assets were held by
Communications. Arch will not recognize any gain upon the issuance of its stock or the Rights
pursuant to the Merger Agreement. Based upon the treatment of the Rights as consideration
provided pursuant to a "reorganization” under section 368(a)(2)(D) of the Tax Code, Arch's tax
basis for the stock of Merger Subsidiary will be equal to the basis of the assets of Merger
Subsidiary received in the Merger reduced by the amount of habilities, if any, to which such assets
are subject and increased by the amount of cash and Arch's tax basis for any property contributed
to Merger Subsidiary prior to the Merger and not distributed to creditors of the Debtors pursuant
to the Plan. No assurance can be given, however, that the IRS will agree with such treatment of
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the Rights. Arch will not recognize any gain upon the issuance of the Arch Stockholder Rights or
the Arch Participation Warrants to its shareholders pursuant to the Plan and the Merger
Agreement.

D. Federal Income Tax Consequences to Holders of Claims and Interests
1. low laims i 1

Payment in satisfaction of Allowed Claims in Class 1, Class 2 and Class 3 may
result in income to a holder of such a Claim to the extent that the holder has not already accrued
the amount of the Claim as income. A holder who reduced the amount of its Claim to an amount
less than the amount already included in its income may incur a loss upon satisfaction of such
Claim under the Plan to the extent a bad debt deduction (or an addition to a bad debt reserve) was
not previously claimed with respect to such reduction.

2. Allowed Class 4 Claims and Class S Claims.

A holder of an Allowed Claim in Class 4 or Class 5 will recognize ordinary interest
income to the extent that the amount received is allocable to unpaid interest that has accrued on
or after the beginning of the holder’s holding period and was not previously included in income,
and will recognize ordinary income to the extent, if any, of the reimbursement for any costs, fees
and charges which such a holder previously deducted. No income is realized from a payment
attributable to unpaid interest that was previously included in income. A holder will recognize an
ordinary loss to the extent any accrued interest claimed was previously included in its gross
income and not paid in full. In addition, such a holder will recognize gain or loss upon
implementation of the Plan equal to the difference between (x) the amount of cash received in
exchange for its Claim (other than a Claim for unpaid interest accrued on or after the beginning of
the holder’s holding period or costs, fees or charges which such a holder previously deducted)
and (y) such holder’s adjusted tax basis in its Claim (not attributable to a claim for accrued
interest).

The character of any gain or loss recognized as long-term or short-term capital
gain or loss or as ordinary income or loss will be determined by a number of factors, including the
tax status of the holder, whether the Claim constitutes a capital asset in the hands of the holder,
whether the Claim has been held for more than 12 months, whether the Claim was purchased at a
discount, and whether and to what extent the holder has previously claimed a bad debt deduction.
In this regard, section 582(c) of the Tax Code provides that the sale or exchange of a bond,
debenture, note, certificate or other evidence of indebtedness by certain financial institutions will
be considered the sale or exchange of a non-capital asset. Accordingly, any gain or loss
recognized by such financial institutions as a result of the implementation of the Plan will be
ordinary gain or loss, regardless of the nature of their Claims.
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3. lowed Class 6 Clai

The federal income tax consequences of the Plan to a holder of an Allowed Claim
in Class 6 that will receive Arch Capital Shares pursuant to the Plan (i.¢., excluding those holders
of relatively small claims that elect to receive cash under the Plan) will depend, in part, on whether
such holder’s claim constitutes a "security" of Communications for federal income tax purposes.
The term "security" is not defined in the Tax Code or in the Treasury regulations issued
thereunder and has not been clearly defined by judicial decisions. In general, a debt instrument
with a maturity in excess of 10 years is a security for federal income tax purposes and a debt
instrument with a maturity of less than 5 years is not a security; there is, however, no clear legal
standard determining whether a particular obligation is a security, and holders should consult their
tax advisors as to whether a particular debt instrument or Claim constitutes a security for federal
INcome tax purposes.

All holders of Allowed Claims in Class 6, whether or not their Claims constitute
"securities” for federal income tax purposes, will recognize ordinary interest income to the extent
that the amount received is allocable to unpaid interest that has accrued on or after the beginning
of the holder’s holding period and was not previously included in income, and will recognize
ordinary income to the extent, if any, of the reimbursement for any costs, fees and charges that
such holder previously deducted. No income is realized from a payment attributable to unpaid
interest that was previously included in income.

(@)  Holders of Claims not Constituting "Securities”. A holder of an Allowed
Claim in Class 6 that does not constitute a "security” for federal income tax purposes will
recognize an ordinary loss to the extent any accrued interest claimed was previously included in
its gross income and is not paid in full. In addition, a holder of an Allowed Claim in Class 6 will
recognize gain or loss upon implementation of the Plan equal to the difference between (x) the
"amount realized" in respect of the holder's Claim (other than a Claim for unpaid interest accrued
on or after the beginning of the holder's holding period or costs, fees or charges which such a
holder previously deducted) and (y) such holder's adjusted tax basis in its Claim (not attributable
to a Claim for accrued interest). In the case of a holder that elects to receive cash consideration,
the "amount realized" in respect of such Claim will equal the amount of such cash. In the case of
a holder that does not elect to receive cash consideration, the "amount realized" in respect of such
Claim will equal the sum of (i) the fair market value of the Rights, (ii) the fair market value of the
Arch Capital Shares and (iii) the fair market value of any other property received in exchange for
the Claim. Pending litigation relating to certain Notes may affect the ability of a holder of such a
Note to deduct currently loss recognized with respect to such Note as a result of the
implementation of the Plan. Each holder should consult with its own tax advisor.

The character of any gain or loss recognized as long-term or short-term capital
gain or loss or as ordinary income or loss will be determined by a number of factors, including the
tax status of the holder, whether the Claim constitutes a capital asset in the hands of the holder,
whether the Claim has been held for more than 12 months, whether the Claim was purchased at a
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discount, and whether and to what extent the holder has previously claimed a bad debt deduction.
In this regard, section 582(c) of the Tax Code provides that the sale or exchange of a bond,
debenture, note, certificate or other evidence of indebtedness by certain financial institutions will
be considered the sale or exchange of a non-capital asset. Accordingly, any gain or loss
recognized by such financial institutions as a result of the implementation of the Plan will be
ordinary gain or loss, regardiess of the nature of their Claims.

(b)  Holders of Claims Constituting "Securities". It is intended that the holders
of Allowed Claims in Class 6 that constitute "securities” for federal income tax purposes be
treated as having such Claims satisfied pursuant to a "reorganization” qualifying under section
368(a)(2)(D) of the Tax Code. However, the Debtors have not requested a ruling from the IRS
and have not obtained an opinion of counsel as to the federal income tax treatment of the Plan,
and no assurance can be given that the IRS will agree with such treatment. Holders should
consult their tax advisors regarding the federal income tax consequences of any alternative
characterization. In addition, different considerations may apply to Standby Purchasers that
purchase Bmts Arch Capital Shares pursuant to their Standby Purchase Commitments. Such
holders should consult with their own tax advisors.

The remainder of this Section (b) describes the federal income tax consequences of
treatment of the satisfaction of the Allowed Claims as a "reorganization" under section 368(a) of
the Tax Code. A holder of a Claim that constitutes a "security" will not recognize loss on the
exchange of its Claim for consideration other than ordinary loss to the extent of any accrued
interest claimed that was previously included in its gross income with respect to which
consideration is not received. However, such holder will recognize gain (computed as described
in section (a) immediately above), if any, but only to the extent of any consideration other than
Arch Capital Shares or Rights received in satisfaction of its Claim.

A holder's tax basis in Arch Capital Shares or Rights received that are allocable to
accrued interest not previously included in income or to expenses previously deducted will be
equal to their fair market value on the Effective Date. A holder's aggregate tax basis in all other
Arch Capital Shares and Rights received in satisfaction of its Claim will equal the holder's adjusted
tax basis in its Claim (including any claim for accrued interest previously included in income),
decreased by the sum of (i) the cash and fair market value of any other property received and (ii)
the amount of any loss recognized in respect of its Claim for accrued interest previously included
in income that is not satisfied, and increased by the amount of any gain recognized in respect of its
Claim (which does not include interest income and income relating to reimbursement). This
aggregate tax basis will be allocated in proportion to the fair market values of each class of Arch
Capital Shares and the Rights received as of the Effective Date. A holder's tax basis in any other
property received in satisfaction of its Claim will equal the fair market value of such property. A
holder's holding period for the Arch Capital Shares and Rights received will include the holder's
holding period for the Claim, except to the extent that such stock or stock rights were issued in
respect of a claim for accrued interest not previously included in income or as reimbursement for
costs, fees or charges which the holder previously deducted. A holder's holding period for any
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other property issued in exchange for a Claim, including Arch Capital Shares and Rights issued in
respect of a claim for accrued interest not previously included in income or for reimbursement of
previously deducted costs, will begin on the day after the issuance thereof.

With respect to a holder of a Claim that constitutes a "security” and has accrued
market discount, regulations are expected to be promulgated by the Treasury Department
pursuant to which any accrued market discount not treated as ordinary income upon any exchange
of the Claim will carry over to the Arch Capital Shares and Rights received in exchange therefor.
If such regulations are promulgated and applicable to the Plan, any gain recognized by such holder
upon a subsequent disposition of such consideration received in exchange for its Claim would be
treated as ordinary income to the extent of any accrued market discount with respect to such
Claim not previously included in income. In general, a debt instrument will have accrued "market
discount" if such debt instrument was acquired after its original issuance at a discount to its
adjusted issue price.

Standby Purchasers that receive Arch Warrants-or#rch Participation Warrants in
connection with their Standby Purchase Commitments should consult with their own tax advisors
regarding the tax consequences of the receipt of such Arch Warrants-or-Arch Participation
Warrants.

(c) The Rights. A holder of an Allowed Claim in Class 6, whether or not such
Claim constitutes a "security” for federal income tax purposes, will have a tax basis in the Arch
Capital Shares amd-Arch-Warrants received upon its exercise of Rights received in satisfaction of
its Claim, equal to the sum of (i) its basis in the Rights and (ii) the exercise price of such Rights,
and will have a holding penod in such Arch Capital Shares and;if-appheable;Arch-Warrants that
begins on the date of exercise. A holder that fails to exercise its Rights prior to their expiration
will be treated as having sold or exchanged the Rights on the date of expiration, and accordingly,
will recognize loss equal to the holder's tax basis in the Rights on the date of their expiration.
Such loss will be a capital loss if the Arch Capital Shares andifappticableArch-Warrants would
have been capital assets in the hands of the holder, and will be short-term or long-term capital loss
depending on the holder's holding period for the expired Rights. Different considerations may
apply to Standby Purchasers that purchase Hmts Arch Capital Shares pursuant to their Standby
Purchase Commitments. See Section (b) above.

4. Class 8 Claims and Interests.

A holder of a Class 8 Claim related to the Common Stock will recognize a loss as
of the Effective Date for federal income tax purposes in an amount equal to such holder's adjusted
basis in the stock. Any such loss generally will be a capital loss if the holder held its Claim as a
capital asset on the Effective Date. With respect to holders other than corporate taxpayers, the
determination of whether such capital loss would be short-term or long-term will depend upon the
holder's holding period for the Common Stock as of the Effective Date. With respect to
taxpayers other than corporate taxpayers, capital losses for a particular tax year are allowed as a
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deduction for federal income tax purposes to the extent of such taxpayer's capital gains for such
tax year, plus $3,000. Excess capital losses may be carried over by noncorporate taxpayers to
succeeding tax years and are allowed as a deduction for federal income tax purposes in a
particular succeeding tax year to the extent of such taxpayer's capital gains for such succeeding
tax year, plus $3,000. With respect to corporate taxpayers, capital losses may be deducted only
to the extent of capital gains. Corporate taxpayers generally may carry back net capital losses to
each of the three years preceding the year in which such capital losses arise; any excess capital
losses may be carried forward by a corporate taxpayer to five years following the tax year in
which such capital losses arise. Pending litigation relating to the Common Stock may affect the
ability of the holder of the stock to deduct currently loss recognized with respect to the stock as a
result of the implementation of the Plan. A holder of Common Stock should consult with its own
tax advisor. ‘

All other holders of Claims in Class 8 should consult with their own tax advisors
regarding the tax consequences to them of the treatment of such Claims under the Plan.

E. Withholding

All distributions to holders of Allowed Claims under the Plan are subject to any
applicable withholding. Under federal income tax law, interest, dividends and other reportable
payments may, under certain circumstances, be subject to "backup withholding" at a 31% rate.
Backup withholding generally applies if the holder (i) fails to furnish his or her social security
number or other taxpayer identification number ("TIN"), (ii) furnishes an incorrect TIN and the .
payor is so notified by the IRS, (iii) fails to report properly interest or dividends, or (iv) under
certain circumstances, fails to provide a certified statement, signed under penalty of perjury, that
the TIN provided is its correct number and that it is not subject to backup withholding. Backup
withholding 1s not an additional tax. Rather, any amounts withheld from a payment to a holder
under the backup withholding rules are allowed as a refund or a credit against such holder's
federal income tax, provided that the required information is furnished to the IRS. Certain
persons are exempt from backup withholding, including, in certain circumstances, corporations
and financial institutions. Holders should consult their tax advisors regarding the application of
backup withholding to their particular situations, the availability of an exemption therefrom and
the procedure for obtaining such an exemption, if available.

VII. FEASIBILITY OF THE PLAN

Pursuant to section 1129(a)(11) of the Code, among other things, the Bankruptcy
Court must determine that confirmation of a plan of reorganization is not likely to be followed by
the liquidation or need for further financial reorganization of the Debtors or any successors to the
Debtors under the Plan. The Debtors believe that the Merger with Arch embodied in the Plan
satisfies this requirement.
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The creditors of the Debtors will be receiving cash on the Effective Date or equity
securities (or the right to purchase equity securities) of Arch. Arch has already secured the
necessary commitments (each of which is subject to certain contingencies) from its lenders and
from the Standby Purchasers to provide the funds necessary to consummate the transactions
embodied in the Plan and the Merger Agreement.

The Debtors' and Arch's combined pro forma projected results of operations,
balance sheets and statements of cash flow are attached hereto as Exhibit E and demonstrate that
confirmation of the Plan will not likely be followed by the need to further reorganize or liquidate
the Reorganized Debtors. The projections attached hereto as Exhibit E were prepared by Arch
and the Debtors as described therein and below. Moreover, the assumptions used in preparing the
projections are subject to significant business, economic and competitive uncertainties and
contingencies, many of which are beyond the Debtors' and Arch's control. There generally will be
a difference between projections of future performance and actual results because certain events
and circumstances may not occur as expected. These differences could be material. While the
Debtors believe the projections presented in Exhibit E are reasonable, there can be no assurance
that such projections will be realized. Consequently, the projections included therein should not
be regarded as a representation by the Debtors, Arch or their respective advisors or any other
person that the projected results will be achieved. In considering the projections attached hereto
and contained herein, holders of Claims and Interests should be mindful of the inherent risk in
developing projections for the future, particularly given the rapidly developing technological field
in which Arch and the Reorganized Debtors will conduct their business.

VIII. CONDITIONS PRECEDENT TO CONFIRMATION OF THE PLAN UNDER THE
CODE

A The Confirmation Hearing and Objections

In order for the Plan to be consummated, the Bankruptcy Court must confirm the
Plan in accordance with section 1129 of the Code. The Bankruptcy Court has scheduled a
hearing on confirmation of the Plan (the "Confirmation Hearing")at ___ _.m, on
1998 1999, before the Honorable Peter J. Walsh, United States Bankruptcy Judge 824 N. Market
Street Wilmington, Delaware. The Confirmation Hearing may be adjourned from time to time
without further notice except for the announcement of such adjournment by the Bankruptcy Court
at such hearing.

Section 1128(b) of the Code provides that any party in interest may object to
confirmation of a plan. Pursuant to the Disclosure Statement Approval Order attached hereto as
Exhibit C, any objections to confirmation of the Plan must be in writing, must set forth the
objecting party's standing to assert such objection and the basis of such objection and must be
filed with the Bankruptcy Court and served upon the United States Trustee for the District of
Delaware, counsel for the Debtors, counsel for the Committee, counsel for the Pre-Petition Agent
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and the DIP Agent, and counsel for Arch, together with proof of such service, so as to be
received on or before _.m. on __, 1558 1999

Objections to confirmation are governed by Bankruptcy Rule 9014 and the
Disclosure Statement Approval Order. PURSUANT TO ORDER OF THE BANKRUPTCY
COURT, UNLESS A WRITTEN OBJECTION TO CONFIRMATION IS DULY AND
TIMELY FILED, THE BANKRUPTCY COURT IS NOT REQUIRED TO CONSIDER SUCH
OBJECTION.

B. Confirmation Requirements

In order for a plan of reorganization to be confirmed, the Code requires, among
other things, that such plan be proposed in good faith, that the proponent of such plan disclose
specified information concerning payments made or promised to insiders and that such plan
comply with the applicable provisions of chapter 11 of the Code. Section 1129(a) of the Code
also imposes requirements that each dissenting member of a class receive at least as much under
the plan as it would receive in a chapter 7 liquidation of the debtor, that at least one class of
impaired claims has accepted the plan, that confirmation of the plan is not likely to be followed by
the need for further financial reorganization and that the plan is "fair and equitable” with respect
to each class of claims or interests that is impaired under the plan and fails to accept the Plan by
the required majorities. The bankruptcy court will confirm a plan only if it finds that all of the
applicable requirements enumerated in section 1129(a) of the Code have been met or, if all of the
requirements of section 1129(a) other than the requirements of section 1129(a)(8) have been met
(Le, that all impaired classes have accepted the plan), that all of the applicable requirements
enumerated in section 1129(b) of the Code have been met.

Section 1129(a) provides that:

1. The plan must comply with the applicable provisions of the Code.

2. The proponent of the plan must comply with the applicable provisions of
the Code.

3. The plan must be proposed in good faith and not by any means forbidden

by law.

4 Any payment made or to be made by the proponent, by the debtor or by a
person issuing securities or acquiring property under the plan, for services or for costs and
expenses in or in connection with the case, or in connection with the plan and incident to
the case, must have been approved by, or be subject to the approval of, the court as
reasonable.

5. The proponent of the plan must disclose the identity and affiliations of any
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individual proposed to serve, after confirmation of the plan, as a director, officer or
voting trustee of the debtor, an affiliate of the debtor participating in a joint plan with the
debtor or a successor to the debtor under the plan; and

(a) the appointment to, or continuance in, such office of such individual
must be consistent with the interests of creditors and equity security holders and
with public policy; and

(b)  the proponent of the plan must disclose the identity of any insider
that will be employed or retained by the reorganized debtor, and the nature of any
compensation for such insider.

6. Any governmental regulatory commission with jurisdiction, after
confirmation of the plan, over the rates of the debtor must have approved any rate change
provided for in the plan, or such rate change must be expressly condmoned on such
approval.

7. With respect to each impaired class of claims or interests
(a) each holder of a claim or interest of such class
@) must have accepted the plan; or
(1) must receive or retain under the plan on account of such
- claim or interest property of a value, as of the effective date of the plan,
that is not less than the amount that such holder would receive or retain if
the debtor were liquidated under chapter 7 of the Code on such date; or
(b) if section 1111(b)(2) of the Code applies to the claims of such class,
each holder of a claim of such class must receive or retain under the plan on
account of such claim property of a value, as of the effective date of the plan, that
is not less than the value of such holder's interest in the estate's interest in the
property that secures such claim.
8. With respect to each class of claims or interests
(a) such class must have accepted the plan; or

(b) such class must not be impaired under the plan.

9. Except to the extent that the holder of a particular claim has agreed to a
different treatment of such claim, the plan must provide that
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(a) with respect to a claim of a kind specified in section 507(a)(1) or
507(a)(2) of the Code, on the effective date of the plan, the holder of such claim
will receive on account of such claim cash equal to the allowed amount of such
claim;

(b)  with respect to a class of claims of a kind specified in section
507(a)(3), 507(a)(4), 507(a)5), 507(a)(6) and 507(a)(7) of the Code, each holder
of a claim of such class will receive

@) if such class has accepted the plan, deferred cash payments
of a value, as of the effective date of the plan, equal to the allowed amount
of such claim; or

(i) if such class has not accepted the plan, cash on the effective
date of the plan equal to the allowed amount of such claim; and

©) with respect to a claim of a kind specified in section 507(a)(8) of
the Code, the holder of such claim must receive on account of such claim deferred
cash payments, over a period not exceeding six years after the date of assessment
of such claim, of a value, as of the effective date of the plan, equal to the allowed
amount of such claim.

10.  Ifaclass of claims is impaired under the plan, at least one class of claims
that is impaired under the plan must have accepted the plan, determined without including
any acceptance of the plan by any insider.

11.  Confirmation of the plan must not be likely to be followed by the
liquidation, or the need for further financial reorganization, of the debtor or any successor
to the debtor under the plan, unless such liquidation or reorganization is proposed in the
plan.

12. All fees payable under section 1930 of title 28, as determined by the court
at the hearing on confirmation of the plan, must have been paid or the plan must provide
for the payment of all such fees on the effective date of the plan.

13, The plan must provide for the continuation after its effective date of
payment of all retiree benefits, as that term is defined in section 1114 of the Code, at the
level established pursuant to subsection (e)(1)(B) or (g) of section 1114 of the Code, at
any time prior to confirmation of the plan, for the duration of the period the debtor has
obligated itself to provide such benefits.

Section 5.3 of the Plan provides that because Classes 7, 8 and 9 are deemed not to
have accepted the Plan pursuant to section 1126(g) of the Code, as to such Classes and any other
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Class that votes to reject the Plan, the Debtors are seeking confirmation of the Plan in accordance
with section 1129(b) of the Code either under the terms provided herein or upon such terms as
may exist if the Plan is modified in accordance with section 1127(d) of the Code. Section 5.3 of
the Plan further provides that in the event Class 4 votes to reject this Plan, the Debtors, the
Committee and Arch each reserves the nght to contest all or any portion of the amount of the
Allowed Class 4 Claims as set forth in Section 2.6(B) of the Plan..

THE DEBTORS BELIEVE THAT THE PLAN SATISFIES OR WILL SATISFY, AS OF THE
CONFIRMATION DATE, ALL OF THE REQUIREMENTS FOR CONFIRMATION.

C. Satisfaction of Conditions Precedent to Confirmation Under the Code

1. Best Interests Test.

Section 1129(a)(7) of the Code requires, with respect to each impaired class, that
each holder of an allowed claim or interest in such class either (a) has accepted the plan or (b) will
receive or retain under the plan on account of such claim or interest property of a value, as of the
effective date of such plan, that is not less than the amount that such person would receive or
retain if the debtor were liquidated under chapter 7 of the Code on the effective date. This is the
so-called "best interests test”. This test considers, hypothetically, the fair salable value of a
debtor's assets through hiquidation in a chapter 7 bankruptcy proceeding and the costs that would
be incurred and the additional liabilities that would arise in such proceeding. The hypothetical
chapter 7 return to creditors is then calculated, giving effect to secured claims, distribution
priorities established by the Code that apply in a chapter 7 proceeding and subordination
agreements. '

The first step in meeting this test is to determine the dollar amount that would be
generated from the liquidation of the Debtors' assets and properties in the context of a chapter 7
liquidation case. The total cash available would be the sum of the proceeds (net of transaction
costs) from the disposition of the Debtors' assets and the cash held by the Debtors at the time of
the commencement of the chapter 7 case. The next step would be to reduce that total by the
amount of any claims secured by such assets, the costs and expenses of the liquidation and such
additional administrative expenses and priority claims that may result from the termination of the
Debtors' business and the use of chapter 7 for the purposes of liquidation. Next, any remaining
cash would be allocated to creditors and shareholders in strict prionity in accordance with section
726 of the Code. Finally, the present value of such allocations (taking into account the time
necessary to accomplish the liquidation) would be compared to the value of the property that is
proposed to be distributed under the Plan on the Effective Date.

The Debtors' costs of liquidation under chapter 7 would include the fees payable to
a trustee in bankruptcy, as well as those that might be payable to attomneys and other professionals
that such a trustee might engage, plus any unpaid expenses incurred by the Debtors during their
chapter 11 cases and allowed in the chapter 7 case. These expenses could include compensation
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for attorneys, financial advisors, appraisers, accountants and other professionals, and costs and
expenses of members of the statutory committee of unsecured creditors appointed by the United
States Trustee pursuant to section 1102 of the Code and any other committee so appointed. In
addition, claims would arise by reason of the breach or rejection of obligations incurred and
executory contracts entered into by the Debtors both prior to, and during the pendency of, the
chapter 11 cases.

The foregoing types of claims, costs, expenses and fees and such other claims that
may arise in a liquidation case or result from the pending chapter 11 cases would be paid in full
from the liquidation proceeds before the balance of those proceeds would be made available to
pay pre-chapter 11 priority and unsecured claims.

The following liquidation analysis has been prepared to indicate the net present
value that would be allocated to creditors and shareholders (the "Liquidation Value") in strict
priority in accordance with section 726 of the Code.

Underlying this liquidation analysis are a number of estimates and assumptions that
are inherently subject to significant uncertainties. There can be no assurance that the recoveries
shown, and Liquidation Value indicated, in this analysis would be realized if the Debtors were, in
fact, to undergo such a liquidation.

The Debtors have approached this liquidation analysis on an asset liquidation basis
because there can be no assurance that the Debtors' FCC licenses would not be revoked by the
FCC upon a conversion of these Cases to chapter 7 cases, thereby eliminating the possibility that
the Debtors could continue operating and be liquidated as a "going concern” or "going concerns".

The Debtors' liquidation analysis assumes that their assets would be broken up and
sold by a chapter 7 trustee or its duly appointed advisors, brokers or liquidators, irrespective of
their current use. Some of the Debtors' assets when broken up may not be able to be sold or may
realize minimal proceeds. The estimated liquidation value of the Debtors' assets, net of
transaction costs and discounted to take account of the estimated time it might take to dispose of
such assets, are set forth in the table below.

The costs associated with a chapter 7 liquidation of the Debtors, including the fees
that would be associated with a chapter 7 trustee, are anticipated to be significant. Estimates of
the major elements of such costs are set forth in the table below.

The estimated amounts of claims secured by the Debtors' assets and the
administrative and priority claims that would be required to be paid in a chapter 7 liquidation
before any allocation of net proceeds to unsecured creditors and shareholders have been set forth
below.
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ESTIMATED LIQUIDATION VALUE
($ MILLIONS)
As of June September 30, 1998

PROCEEDS AVAILABLE

Cash and Cash Equivalents - $18.7
Major non-cash equivatents-$522-3-assets at
liguidation value?

= F icen 585,,1

- Radio Transmission Equipment 18.7°

: Pagers $10.5-

- Accounts Receivable $i11.1

z Customer Lists $5.0

her non-cash assets at liquidation value $7.9

LIQUIDATION VALUE 157.0
Less: Costs associated with liguidation

- Chapter 7 Trustee Fees $4.7

= Employee Costs 3.5

: ther Liquidation s $4.5

- Dip facility and Professional

z ee Carve-Out $6.5

- Priority Tax Claims $7.8
Availabl 1995 Credit Agreemen im $130.3

! Comprises book cash and cash equivalents of $9.8 million and outstanding checks in the amount
of $8.9 million.

? Net present value.

* Excludes the Tower Assets that were the subject of the Tower Transaction. See Section

ILB4(g)
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Less: 1995 Credit Agreement Claims $(479.0)°
h 11 $(348.7)

After consideration of the effects that a chapter 7 liquidation would have on the ultimate proceeds
available for distribution to creditors and equity holders in these chapter 11 cases, including (a)
the increased costs and expenses of a liquidation under chapter 7 arising from fees payable to a
trustee in bankruptcy and professional advisors to such trustee, (b) the erosion in value of the
Debtors' assets in a chapter 7 case in the context of the expeditious liquidation required under
chapter 7 and the "forced sale" atmosphere that would prevail, (c) the adverse effects on the
salability of the Debtors as a result of the departure of key employees and the loss of major
customers and suppliers, (d) substantial increases in claims that would be satisfied on a priority

* Represents the principal amount of the 1995 Credit Agreement indebtedness less $170 million
representing the Tower Sale Proceeds paid to the holders of Allowed Class 4 Claims on
September 3, 1998.
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basis or on a parity with creditors in the chapter 11 cases, and (e) the substantial time that would
elapse before regulatory and other hurdles could be cleared and, therefore, before which creditors
would receive any distribution in respect of their claims, the Debtors have determined that
confirmation of the Plan will provide each creditor and equity holder with a recovery that is not
less than it would receive pursuant to a liquidation of the Debtors under chapter 7 of the Code.
The Allowed Claims of Creditors in Classes 1, 2, 3, 4 and 5 will be paid in cash in full under the
Plan. There would not be sufficient cash to achieve this result in a liquidation under chapter 7.
The holders of Allowed Claims in Class 6 will receive a substantial equity stake in Arch under the
Plan; they would receive no distribution in a chapter 7 liquidation.

2. ceptanc Impair
By this Disclosure Statement, the Debtors are seeking the affirmative vote of each

impaired Class of Claims under the Plan that is proposed to receive a distribution under the Plan.
Pursuant to section 1126(f) of the Code, a class that is not "impaired” under a plan will be

=conclusively presumed to have accepted such plan; solicitation of acceptances with respect to any

such class is not required. Pursuant to section 1126(g) of the Code, a class of claims or interests
that does not receive or retain any property under a plan of reorganization is deemed not to have
accepted the plan, although members of that class are permitted to consent, or waive objections,

" to its confirmation.

Pursuant to section 1124 of the Code, a class is "impaired” unless the plan (a)
leaves unaltered the legal, equitable and contractual rights to which the claim or interest entitles
the holder thereof, or (b) (i) cures any default (other than defaults resulting from the breach of an
insolvency or financial condition provision), (i1) reinstates the maturity of such claim or interest,
(i11) compensates the holder of such claim or interest for any damages incurred as a result of any
reasonable reliance by such holder on any contractual provision or applicable law entitling such
holder to demand or receive accelerated payments after the occurrence of a default, and (iv) does
not otherwise alter the legal, equitable or contractual rights to which the holder of such claim or
interest is entitled.

Pursuant to section 1126(c) of the Code, a class of impaired claims has accepted a
plan of reorganization when such plan has been accepted by creditors (other than an entity
designated under section 1126(e) of the Code) that hold at least two-thirds in dollar amount and
more than one-half in number of the allowed claims of such class held by creditors (other than any
entity designated under section 1126(e) of the Code) that have actually voted to accept or reject
the plan. A class of interests has accepted a plan if the plan has been accepted by holders of
interests (other than any entity designated under section 1126(e) of the Code) that hold at least
two-thirds in amount of the allowed interests of such class held by interest holders (other than any
entity designated under section 1126(e) of the Code) that have actually voted to accept or reject
the plan. Section 1126(e) of the Code allows the Bankruptcy Court to designate the votes of any
party that did not vote in good faith or whose vote was not solicited or procured in good faith or
in accordance with the Code. Holders of claims or interests who fail to vote are not counted as
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either accepting or rejecting the plan.
3. Confirmation Without Acceptance by All Impaired Classes.

Because Classes 7, 8 and 9 are deemed not to have accepted the Plan, the Debtors
are seeking confirmation of the Plan as to such Classes, and as to.any other Class that votes to
reject the Plan, pursuant to section 1129(b) of the Code. Section 1129(b) of the Code provides
that the Bankruptcy Court may still confirm a plan at the request of the debtor if, as to each
impaired class that has not accepted the plan, the plan "does not discriminate unfairly" and is "fair
and equitable”.

Section 1129(b)(2)(A) of the Code provides that with respect to a non-accepting
class of impaired secured claims, "fair and equitable” includes the requirement that the plan
provides (a) that each holder of a claim in such class (i) retains the liens securing its claim to the
extent of the allowed amount of such claim and (ii) receives deferred cash payments at least equal
to the allowed amount of its claim with a present value as of the effective date of such plan at
least equal to the value of such creditor's interest in the debtor's interest in the property securing
the creditor's claim, (b) for the sale, subject to section 363(k) of the Code, of the property
securing the creditor's claim, free and clear of the creditor’s liens, with those liens attaching to the
proceeds of the sale, and such liens on the proceeds will be treated in accordance with clauses (a)
or (¢) hereof, or (c) for the realization by the creditor of the "indubitable equivalent" of its claim.

Section 1129(b)(2)(B) of the Code provides that with respect to a non-accepting
class of impaired unsecured claims, "fair and equitable" includes the requirement that (a) the plan
provide that each holder of a claim in such class receives or retains property of a value as of the
effective date equal to the allowed amount of its claim, or (b) the holders of claims or interests in
classes that are junior to the claims of the dissenting class will not receive or retain any property
under the plan on account of such junior claim or interest.

Section 1129(b)(2)(C) of the Code provides that with respect to a non-accepting
class of impaired equity interests, "fair and equitable" includes the requirement that (a) the plan
provides that each holder of an impaired interest in such class receives or retains property of a
value as of the effective date equal to the greatest of (i) the allowed amount of any fixed
liquidation preference to which such holder is entitled, (ii) any fixed redemption price to which
such holder is entitled, and (iit) the value of such interest, or (b) the holders of all interests that are
junior to the interests of the dissenting class will not receive or retain any property under the plan
on account of such junior interest.

The Debtors believe that the Plan does not discriminate unfairly against, and is fair
and equitable as to, each impaired Class under the Plan.
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D. Voting Instructions

As noted previously, the Plan divides Claims (excluding administrative expenses
and priority tax claims) and Interests into nine Classes and sets forth the treatment afforded each
Class. Claimants in Classes 1, 2 and 3 are not impaired under the Plan. Accordingly, holders of
Claims in such Classes are conclusively presumed to have accepted the Plan and are not offered
the opportunity to vote. The holders of the Claims and Interests in Classes 7, 8 and 9 are
impaired but are not receiving or retaining any property under the Plan and are therefore
conclusively presumed not to have accepted the Plan and are not offered the opportunity to vote.
Because claimants in Classes 4, S and 6 are impaired and are receiving distributions under the
Plan, the holders of Claims in such Classes ("Voting Claims") are entitled to vote on the Plan.

If you hold a Voting Claim, your vote on the Plan is important. If you hold such a
Voting Claim, a Ballot to be used for voting to accept or reject the Plan is enclosed with this
Disclosure Statement. Completed Ballots should either be returned in the enclosed envelope or
sent, by hand delivery, first class mail postage prepaid or recognized overnight courier, to:

Bankruptcy Services, Inc.

70 E. 55th Street, 6th Floor

New York, New York 10022-3222
Attn: Kathy Gerber

Facsimile transmission of Ballots will not be accepted.

To the extent that any of the Debtors' securities are held in the name of an entity
(the "nominal holder") other than that of the beneficial holder of such security, and to the extent
that such beneficial security holder is entitled to vote on the Plan pursuant to section 1126 of the
Code, the Debtors will provide for reimbursement, as an administrative expense, of all the
reasonable expenses of the nominal holder in distributing the Plan, Disclosure Statement, Ballots
and other Plan materials to said beneficial security holder. Nominal holders will either forward
the original ballots or prepare master ballots in accordance with the terms of the Disclosure
Statement Approval Order attached hereto as Exhibit C.

In the event that any Claim is disputed as of the Plan voting period, then, pursuant
to Bankruptcy Rule 3018(a), the holder of such disputed claim may petition the Bankruptcy
Court, after notice and hearing, to allow the Claim temporarily for voting purposes in an amount
that the Bankruptcy Court deems proper.

BALLOTS OF CLAIM HOLDERS IN CLASSES 4, 5 AND 6 MUST BE
ACTUALLY RECEIVED BY BANKRUPTCY SERVICES, INC. ONORBEFORE _ _ M,
NEW YORK CITY TIME, ON , 1998 1999 ANY BALLOTS RECEIVED AFTER
SUCH TIME WILL NOT BE COUNTED. ANY BALLOT EXECUTED BY A PERSON NOT
AUTHORIZED TO SIGN SUCH BALLOT WILL NOT BE COUNTED.
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BY ENCLOSING A BALLOT, THE DEBTORS ARE NOT REPRESENTING
THAT YOU ARE ENTITLED TO VOTE ON THE PLAN. BY INCLUDING A CLAIM
AMOUNT ON THE BALLOT, THE DEBTORS ARE NEITHER ACKNOWLEDGING THAT
YOU HAVE AN ALLOWED CLAIM IN THAT AMOUNT NOR WAIVING ANY RIGHTS
THEY MAY HAVE TO OBJECT TO YOUR VOTE OR CLAIM.

IF YOU HAVE ANY QUESTIONS REGARDING THE PROCEDURES FOR
VOTING ON THE PLAN, CONTACT BANKRUPTCY SERVICES, INC., 70 E. 55TH
STREET, 6TH FLOOR, NEW YORK, NEW YORK, 10022-3222, (212) 376-8494,
ATTENTION: DIANE M. ROCANO.

IX. OTHER MATTERS
A Voidable Transfer Analysts

1. Fraudulent Transfers.

Generally speaking, fraudulent transfer law is designed to avoid two types of
transactions: (@) conveyances that constitute "actual fraud" upon creditors; and (b) conveyances
that constitute "constructive fraud" upon creditors. In the bankruptcy context, fraudulent transfer
hability arises under sections 548 and 544 of the Code. Section 548 permits a bankruptcy trustee
or debtor-in-possession to "reach back" for a period of one year and avoid fraudulent transfers
made by the Debtors or fraudulent obligations incurred by the Debtors. Section 544 permits a
trustee or debtor-in-possession to apply applicable state fraudulent transfer law. Assuming that
New Jersey state law were to apply, a bankruptcy trustee or debtor-in-possession could challenge
conveyances, transfers or obligations made or incurred by the Debtors within the past four years
or one year, depending on the type of transfer. However, under section 544 of the Code, it is
necessary to establish that, at the time of the challenged conveyance or obligation, there in fact
existed a creditor whose claim remained unpaid as of the Petition Date.

The Debtors are not aware of any transfer during the applicable limitation period
that might reasonably be characterized as a fraudulent conveyance, assuming the Debtors were
insolvent at such time.

2. Preferences.

Under federal bankruptcy law, a trustee in bankruptcy may avoid transfers of
assets of the debtor as a "preferential transfer". To constitute a preferential transfer, the transfer
must be (a) of the debtor's property, (b) to or for the benefit of a creditor, (c) for or on account of
an antecedent debt, (d) made while the debtor was insolvent, (e) made within 90 days before the
filing of a bankruptcy petition or made within one year if to or for the benefit of an "insider" and
(f) a transfer that enables the creditor to receive more than it would receive under a chapter 7
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liquidation of the debtor's assets. The Code creates a rebuttable presumption that a debtor was
insolvent during the 90 days immediately prior to the filing of the bankruptcy petition.

‘Within the 90-day period immediately preceding the Petition Date, substantial
payments were made by the Debtors for the following categories of expenses:

(a) outside services (legal, accounting, financial advisors and consulting),

(b) local, state and federal taxes (including property, sales, gross receipts and
employee withholding);

(©) severance and other employee-related payments; and
(d) trade vendor and related, miscellaneous obligations.

The Debtors have not conducted a full analysis of the payments described above to
determine the propriety of such payments or their susceptibility to avoidance as preferences. A
complete analysis would include a review of the amount of payment, the nature of goods or
services or other obligations that gave rise to the payment in each of the above-described
categories of payments and the availability of the various statutory defenses to preference liability
to the recipients of such payments. In the Debtors' opinion, while the aggregate amount of such
payments is not insignificant, most of such payments were appropriately paid in the ordinary
course of operations, and the recapture of any individual amount would not materially change the
proposed recovery to the Debtors' creditors pursuant to the Plan.

B. Certain Effective Date Bonuses

As noted above, the Debtors compensate many of their professionals and the
professionals of the Committee on an hourly or monthly basis. The compensation package
approved by the Bankruptcy Court for Blackstone, the Debtors' financial advisors, also provides
for a significant lump-sum payment to be made to Blackstone on the Effective Date. This
Effective Date payment ranges from 0.3% to 0.7% of the Debtors' reorganization value, with the
percentage payment increasing as reorganization value increases. The compensation package
approved by the Bankruptcy Court for Houlihan Lokey Howard & Zukin ("Houlihan"), financial
advisors to the Committee, provides that on the date that distnbutions are received by unsecured
creditors, Houlihan may receive a lump-sum deferred compensation payment. This deferred
payment will only be paid if the distribution to unsecured creditors exceeds approximately $84
million, and is based on the amount by which the distribution to unsecured creditors under the
Plan exceeds a number that is approximately $84 million. In addition, Chilmark Partners, the
financial advisors to the steering committee of the Pre-Petition Lenders, is entitled to a payment
of $500,000 on the Effective Date.

Moreover, on June 4, 1997, the Bankruptcy Court approved the establishment of
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an Effective Date Incentive Program. This program is intended to create incentives for and to
reward various members of the Debtors' management for the unique and extraordinary demands
placed on them and the contributions they have made to the resolution of the Debtors'
restructuring and bankruptcy efforts. The Debtors believe that under the circumstances, the
payments to be made under the Effective Date Incentive Program are fair and reasonable. At
reorganization values up to $1 billion, the Board of Directors has authority to pay up to $2.8
million to the Debtors' management, to be distnibuted in accordance with the Effective Date
Incentive Program. In addition, at reorganization values up to $1 billion, Ronald Grawert, the
Debtors' Chief Executive Officer, will be entitled to a payment under the Effective Date Incentive
Program of $1.5 million. Finally, at reorganization values up to $1 billion, Alvarez & Marsal, Inc.
will be entitled, subject to final approval by the Bankruptcy Court, to an Effective Date Incentive
Program payment equal to .2% of reorganization value.

X. RECOMMENDATION

The Debtors believe that confirmation of the Plan is preferable to the available
alternatives because it provides a greater and more timely distribution to Creditors than would
otherwise result. In addition, any alternative to confirmation of the Plan could result in extensive
delays and increased administrative expenses resulting in potentially smaller distributions to the
holders of Claims in the Cases. The Committee supports the Plan and will recommend to all
Unsecured Creditors that they vote to accept the Plan. The Standby Purchasers also support the
Plan and have agreed to vote in favor of the Plan.

Xl.  CONCLUSION
The Debtors urge all holders of Claims that are or may be impaired under the Plan

to vote to accept the Plan and to evidence such acceptance by returning their Ballots so that they
will be timely received.

-ODMA PCDOCS NEWYORK 84081 1 -135-




Respectfully submitted this $8th 3rd day of September December, 1998.

MOBILEMEDIA COMMUNICATIONS, INC.

MOBILEMEDIA CORPORATION

MOBILEMEDIA COMMUNICATIONS, INC. (CALIFORNIA)

MOBILEMEDIA DP PROPERTIES, INC.

MOBILEMEDIA PCS, INC.

DIAL PAGE SOUTHEAST, INC.

RADIO CALL COMPANY OF VA. INC.

MOBILEMEDIA PAGING, INC.

MOBILE COMMUNICATIONS CORPORATION OF AMERICA

MOBILECOMM OF THE SOUTHEAST, INC.

MOBILECOMM OF THE NORTHEAST, INC.

MOBILECOMM NATIONWIDE OPERATIONS, INC.

MOBILECOMM OF TENNESSEE, INC.

MOBILECOMM OF THE SOUTHEAST PRIVATE CARRIER
OPERATIONS, INC.

MOBILECOMM OF THE SOUTHWEST, INC.

MOBILECOMM OF FLORIDA, INC.

MOBILECOMM OF THE MIDSOUTH, INC.

FWS RADIO, INC.

MOBILECOMM OF THE WEST, INC.

Debtors and Debtors-in-Possession
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Chairman-Restructuring of
MobileMedia Corporation




YOUNG CONAWAY STARGATT
& TAYLOR, LLP

James L. Patton, Jr. (No. 2202)

Joel A. Waite (No. 2925)

11th Floor - Rodney Square North
P.O. Box 391

Wilmington, Delaware 19899

(302) 571-6600

SIDLEY & AUSTIN

J. Ronald Trost

James D. Johnson

Shelley C. Chapman

Lee M. Stein

875 Third Avenue

New York, New York 10022
(212) 906-2000

Attorneys for Debtors and
Debtors-in-Possession




Page

COMPARISON OF FOOTNOTES ----cee-emmmmmene-

-FOOTNOTE 1- ' '

ft t ;h: *. ' ;“’l Et;’ =; : fa'ks:t Pr * ! Sy “,'s] Fi:':':;E . ; Ilt :;"’.tml E.;’lji: bhished
also has five direct and indirect wholly owned non-debtor subsidiaries, Proximity
Communications Manager, Inc. (formerly named Locate Manager, Inc.), Proximity
Communications, Inc. (formerly named Local Area Telecommunications, Inc.), Locate-1, Inc.,
Proximity Communications, L.L.C. (formerly named Locate L.L.C.) and Personal Communication
Network Services of New York, Inc. (collectively, the "Locate Entities"). The Locate Entities are
no longer doing business, have reached an agreement with their known creditors (other than

taxing authorities) and currently-mtend-tofite, on October 26, 1998, filed chapter 11 cases to

wind up their businesses. See Section 11.A.1.(e).

-FOOTNOTE 2-
1 to the Plan is attached thereto. The exhibits to the Plan have been filed with, and are available
for inspection at, the office of Clerk of the Bankruptcy Court.

-FOOTNOTE 3-

1, #; 111 and IV to the Merger Agreement are attached thereto. The exhibits to the Merger
Agreement have been filed with, and are available for inspection at, the office of Clerk of the
Bankruptcy Court.

-FOOTNOTE 4-
Preliminary Prospectus will be replaced by the Final Prospectus included in such Registration
Statement at-thetme if such Registration Statement becomes effective under the Securities Act of

1933 prior to the dissemination of the Disclosure Statement.

-FOOTNOTE 5-

discussed in Section VIII.C.2., "impairment" is a technical concept under the Code that refers to
any change in the contractual or other rights of a creditor or interest holder. Only the holders of
Claims and Interests that are impaired under the Plan and are receiving distributions under the
Plan are entitled to vote on the Plan.

-FOOTNOTE 6- _
estimates set forth in this table are for descriptive purposes only, and do not and shall not
constitute an admission as to the Debtors' obligations with respect to any Claim.

-FOOTNOTE 7-

:ODMA PCDOCS NEWYORK 84081 1 -vi-



-FOOTNOTE 13 8-

MobileMedia was unable to comply with certain accounting requirements and, therefore, to issue
audited financial statements in compliance with generally accepted accounting principles, it was
unable to file its Report on Form 10-K for the year ending December 31, 1996 or its Report on
Form 10-Q for the fiscal quarter ending March 31, 1997. Accordingly, MobileMedia was unable
to comply with the continued listing requirements of the NASDAQ National Market
("NASDAQ") and, on June 3, 1997, MobileMedia voluntarily delisted its Class A Common Stock
from the NASDAQ. Since the filing of the September 1996 Form 10-Q, MobileMedia has not
filed any periodic reports under the Securities and Exchange Act of 1934, as amended, other than
Current Reports on Form 8-K. The 1996 and 1997 audited consolidated financial statements of
Communications attached hereto as Exhibit D were not completed until August 20, 1998.

-FOOTNOTE #4 9-
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typically measured on a monthly basis, is the percentage loss of a paging company's subscriber
base. Because of the various expenses associated with churn, and because of the fact that it may
be indicative of operational problems, it is highly desirable for a pagmg company to maintain a
low churn rate.

Andrews (no longer a creditor of the Locate Entities) — $25.000; John Dav wh
lieved no longer dltr f th Entities) -~ $2.216: nh rtin —

-FOOTNOTE +5 11-
policy derives from the FCC's decision in In re Second Thursday Corp., 22 F.C.C.2d 515 ( 1970)
reconsideration granted in part, 25 F.C.C.2d 112 (1970).

-FOOTNOTE 16 ]12-

the extent the issues arising in connection with the Locate Entities have not been resolved in the
separate bankruptcy proceeding of the Locate Entities, the contributed assets of MobileMedia will
include its equity interests in the Locate Entities.

-FOOTNOTE 17 13-
Rights and-the-mechanrsmrused-to-estabhsh-the Rights ExercrsePrice are described more fully in

Section V.1.3.

-FOOTNOTE 18 14-

has agree waive the requirement th firmation r ha me a Final
rder, provided that ther Standbv Purchaser t waive the r irement that the
nfirmation Order be a Final order, except in th X a scheduled cl
-FOOTNOTE 15-
has agreed to waive the requirement that the F( .C order has become a Final Order,
rovi hat the other Standbyv Purchas not waive the requirement that the
order be a Final order. except in the context of a scheduled closing.
-FOOTNOTE 12 16-

Proxy Statement will also seek the approval of Arch's shareholders of two proposals necessary to
consummate the Merger and of the reverse stock split discussed in Section LE.
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-FOOTNOTE 26 17-

the Plan, the Debtors are being treated as one entity for the purpose of claims made against them
and distributions made by them under the Plan. The Plan also contemplates the elimination of all
intercompany claims between and among the Debtors. '

-FOOTNOTE 2t 18-

estimates set forth in this chart and otherwise in this Disclosure Statement are for descriptive
purposes only, and do not and shall not constitute an admission as to the Debtors' obligations with
respect to any such claims.

-FOOTNOTE 22 19-
described above, if fewer than all of the holders of Allowed Class 6 Claims exercise the Rights,
certain Standby Purchasers have committed to purchase the common stock andifnoRights

OffermgAdyustment-has-occurred;-the-Arch-Warrants not otherwise purchased in connection with
the Rights.

-FOOTNOTE 24 20-
addressed in Section IV.D.2, Arch also will enter into a Registration Rights Agreement with the
Standby Purchasers.

-FOOTNOTE 25 21-

-FOOTNOTE +22-
Arch Stockholder F Rights will enable Arch's existing shareholders to purchase between2:863;666

and-34;895;066 44.89 million Arch Common Shares;depending-onthe-Buyer-MarketPrice.
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-FOOTNOTE 2 1-
book cash and cash equivalents of $H-6 $9.8 million and outstanding checks in the amount of
$16-7 $8.9 million.

-FOOTNOTE 3 2-
present value.

-FOOTNOTE 4 3-
the Tower Assets that were the subject of the Tower Transaction. See Section H:B-4(g)

ILB.4.(g)

-FOOTNOTE 4-
the principal amount of the 1995 Credit Agreement indebtedness less $170 million representing
the Tower Sale Proceeds paid to the holders of Allowed Class 4 Claims on September 3, 1998.
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